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Financial Overview 


Summary of Operations 


(Dollars in millions, except per share data) 2011 2010 
Revenues $ 204.7 $ 144.6 
Operating Income $ 13.9 $ 9.3 
Operating Income, as Adjusted* $ 43.7 $ 21.7 
Net Income $ 145.4 $ 9.6 
Operating Margin 7h 6% 
Operating Margin, as Adjusted * 28% 20% 
Per Share Data 

Weighted Average Shares Outstanding — Basic (in thousands) 6,211 6,014 
Earnings Per Share — Basic $ 17.98 $ 0.87 
Weighted Average Shares Outstanding — Diluted (in thousands) 6,834 6,437 
Earnings per Share — Diluted $ 16.34 $ 0.81 
Assets Under Management (Dollars in millions) 

Ending AUM $ 34,587.6 $ 29,473.3 


By product (12/31/2011): 


HM Long-term Mutual Funds $16,896.6 
HM Closed-End Funds 5,675.6 
~_ Money Market Funds 2,294.8 
HM Variable Insurance Funds 1,308.6 
Mi Separately Managed Accounts 3,933.8 
HE institutional Products 4,478.2 

Total $34,587.6 


By investment category (12/31/2011): 


Equity $18,978.5 
Fixed Income 13,187.9 
Cash Management 2,421.2 
Total $34,587.6 


* Certain supplemental performance measures are provided in addition to, but not as a substitute for, performance measures determined in accordance with 
GAAP. These supplemental measures may not be comparable to non-GAAP performance measures of other companies. “Operating Income, as Adjusted” 
and “Operating Margin, as Adjusted” are supplemental non-GAAP measures that net the distribution and administration expenses against the related 
revenue and remove certain non-cash and other identified amounts. For our definition of these terms, as well as a reconciliation to GAAP measures, see 
“Reconciliation of Revenues, Operating Expenses and Operating Income on a GAAP Basis to Revenues, Operating Expenses and Operating Income, as 
Adjusted” in the Supplemental Financial Information, included as an attachment to this annual report after the Form 10-K. 


This report may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 which, by their nature, are 
subject to significant risks and uncertainties. Virtus Investment Partners, Inc. intends for these forward-looking statements to be covered by the safe harbor 
provisions of the federal securities laws relating to forward-looking statements. For a further discussion, see “Forward Looking Statements” on page 18 of the 


attached Form 10-K. 


Letter to Our Shareholders 


To Our Fellow Shareholders 


In a year when the global economy — and investor 
sentiment — was highly volatile, and generating 
sales growth, positive net flows and increased 
profitability was a challenge for the asset 
management industry, Virtus Investment Partners 
delivered in all of these areas. 


Our financial and operating achievements in 2011 
—combined with the important initiatives that we 
completed during the year — demonstrate that we 
are a company with the right strategy, products, and 
operating capabilities to deliver on our commitments 
to clients and shareholders. 


In just three years as an independent public 
company, we have built a foundation that has 
allowed us to generate consistently higher sales, 
positive flows, and earnings. We have differentiated 
ourselves in a challenging and highly competitive 
environment and are well positioned to sustain the 
long-term growth and success of our business. 


Business Strengths 


Our achievements during the year were a direct 
result of our ability to capitalize on four primary 
business strengths: 


> A broad range of investment capabilities; 
> Solid relative investment performance; 
> Effective distribution capabilities; and 


> A focused, high-caliber workforce. 


Investment Capabilities 


Virtus offers a wide range of investment strategies 
and products from boutique, institutional-quality 
money managers. Our multi-style, multiple-manager 
model allows us to offer financial advisors many of 
the tools they require to help their clients construct 
a portfolio that meets their diverse and evolving 
needs throughout changing, and often challenging, 
market cycles. With access to a number of distinct 


and differentiated managers, we focus on offering 
the best products for our clients, and during 2011, 
we continued to actively manage and expand our 
investment capabilities and introduce new products 
to meet current and future investor needs. 


The addition of the Newfleet Multi-Sector Fixed 
Income Strategies team under the leadership of 
David L. Albrycht, its chief investment officer, was a 
significant and beneficial expansion of our affiliated 
investment capabilities. The team was an important 
part of our organization for more than 18 years 

prior to our becoming a public company, and their 
return to Virtus provides us with additional growth 
opportunities. The team has delivered consistently 
strong relative performance for our clients, 
particularly as the manager of the Virtus Multi-Sector 
Short Term Bond Fund, our largest open-end mutual 
fund and one that has been a leading performer 

in its fixed income category. We combined the 
multi-sector capabilities with existing fixed income 
strategies to create Newfleet Asset Management, a 
comprehensive fixed income investment affiliate with 
$8 billion of assets under management at year-end. 


The mid-year introduction of the Duff & Phelps 
Global Utility Income Fund (DPG) was an important 
product initiative that leveraged two of our core 
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competencies: the investment management 
capabilities of an affiliated manager and the 
effectiveness of our distribution platform. DPG, a 
closed-end fund that features the strong performing 
and attractive utility and infrastructure investment 
strategies of Duff & Phelps Investment Management 
Co., launched with a $735 million IPO, one of the 
largest closed-end fund offerings of the year. Duff & 
Phelps Investment Management also co-manages, 
with the Newfleet Multi-Sector Team, the Virtus 
Total Return Fund (DCA), a closed-end fund that 
we adopted at year-end. DCA demonstrates another 
advantage of our multi-strategy, multi-manager 
model: the ability to offer a multi-asset class strategy 
that leverages the capabilities of two affiliated 


managers. The DPG and DCA initiatives drove the 31 
percent growth in our closed-end mutual fund assets 
to $5.7 billion at the end of the year. 


We also introduced three open-end mutual funds 
and seeded several new investment strategies. The 
new mutual funds, which expand the breadth and 
depth of our product offerings and provide additional 
options for advisors to utilize when constructing 
portfolios for their clients, were the Virtus Global 
Commodities Stock Fund, guided by the specialty 
commodities manager, Coxe Advisors; and two 
new AlphaSector™ funds, the Virtus Allocator 
Premium AlphaSector Fund and the Virtus Global 
Premium AlphaSector Fund. At year-end, our suite 
of AlphaSector products had $3.4 billion of assets 
under management. 
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Our common stock trades on the NASDAQ Global Market under the symbol VRTS. This chart compares the cumulative return on our common 
stock from the opening trade of January 2, 2009, our first day of public trading, with the SGP 500 Index and a composite of publicly traded asset 
management companies. The peer group index comprises the following companies: Affiliated Managers Group, Inc.; AllianceBernstein Holding L.P.; 
BlackRock, Inc.; Calamos Asset Management, Inc.; Cohen & Steers, Inc.; Diamond Hill Investment Group, Inc.; Eaton Vance Corp.; 

Epoch Holding Corp.; Federated Investors, Inc.; Franklin Resources, Inc.,; GAMCO Investors, Inc.; Invesco Ltd.; Janus Capital Group, Inc.; 

Legg Mason, Inc.; Pzena Investment Management, Inc.; T. Rowe Price Group, Inc.; U.S. Global Investors, Inc.; 


Waddell & Reed Financial, Inc.; and Westwood Holdings Group, Inc. 
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Investment Performance 


Strong relative investment performance is an 
important contributor to sustained sales success, 
and in 2011, our investment managers delivered 
solid investment performance in the major asset 
classes and strategies that investors need to 
structure and manage a well-diversified portfolio. 


Eighteen of our Morningstar-rated mutual funds, 
representing 85 percent of all fund assets, had 

5 or 4 stars, and four of our funds, including the 
Virtus Small-Cap Sustainable Growth Fund from 
our affiliated manager, Kayne Anderson Rudnick, 
ended the year at the top of their Lipper peer group 
categories for one-year investment performance. 
Our 5- and 4-star funds feature many of the 
strategies that would be part of a well-diversified 
portfolio, and include several of our best-selling 
funds in 2011, such as the Virtus Multi-Sector Short 
Term Bond Fund and the Virtus Emerging Markets 
Opportunities Fund.* 


This strong investment performance, which has been 
essential to our recent sales success, is a benefit of 
our quality investment management and a rigorous 
product oversight process that sets high standards 
for performance and ensures our products are 
relevant, attractive and meet investor needs. 


Effective Distribution 


Strong performing investment capabilities in 
attractive categories do not, by themselves, 

assure success in this competitive environment. 

Our effectiveness in raising and retaining assets is 

a result of having broad and balanced distribution 
access, an experienced, high-quality sales force, and 
a well-defined and executed distribution strategy. 


* ye , . . ° 
Additional information regarding investment performance 
ratings is included as an attachment to this annual report after 
the Form 10-K. 


We approach financial intermediaries with a 
differentiated value proposition that features two 
important elements. First, we provide one-point 
access to a broad array of investment capabilities 
and strategies from our boutique managers. We can 
offer financial advisors a range of distinctive solutions 
to meet the wide variety of their clients’ investment 
needs. Second, we focus on partnering with advisors 
to develop long-term, rather than transactional, 
relationships. Our approach is to assist advisors 

in attracting, placing, and retaining their clients’ 
assets and building strong, effective, and lasting 
relationships with their clients. 


The strength of our access to financial advisors 

in the major retail channels, combined with our 
broad product set and distinguished investment 
performance, helped us generate consistent and 
growing mutual fund sales and net flows throughout 
the year. Our wholesaler productivity rate was 
among the highest in the industry, and we reported 
a significant increase in both the number of new 
advisors selling our funds and those who are adding 
multiple Virtus funds to their clients’ portfolios. 


While much of our recent sales growth has been 
generated through our efforts with national broker- 
dealer and regional firms, we are also broadening 
our relationships with other financial intermediaries. 
The independent and registered investment advisor 
(RIA) channels represent a growing percentage of 
the intermediary market, and at the end of 2011, 
we expanded our retail distribution team to focus 
additional resources in those channels. This new 
dedicated sales team comprises experienced sales 
professionals who understand the specific needs of 
independent brokers and RIAs, and their addition 
will allow us to generate increased sales from a 
growing channel while we remain fully focused on 
national broker-dealer and regional firms. 
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High-Caliber Workforce 


Ours is a business that is fundamentally built on the 
talent, commitment and focus of our employees. 
That is demonstrated daily by the quality of the 
investment teams who manage assets, the product 
professionals who develop and monitor our offerings, 
the sales and marketing staff who generate asset 
flows, the service representatives who are on the 
front lines of relationships with our clients, and the 
business teams who support each of these functions. 
We believe the caliber and dedication of 

our workforce is an advantage in our highly 
competitive industry. 


Our effectiveness in attracting, retaining and aligning 
our talent to support our ongoing growth objectives 
was a critical aspect of delivering on our goals in 
2011, and will continue to be vital in supporting the 
growth engines of our business in 2012 and beyond. 


All of us at Virtus consider it a distinct privilege to 
manage our clients’ assets, and we take seriously 
the responsibility of helping investors achieve their 
financial goals. We are well-positioned to continue 
our growth because of the quality and commitment 
of our people. 


Operating Results 


By leveraging these business strengths in 2011, 
we generated growth in the key financial metrics of 
sales, net flows, revenue, and profitability: 


> Sales of all investment products increased 93 
percent to $11.2 billion from $5.8 billion in 2010, 
following a 51 percent increase the prior year. The 
Virtus Mutual Funds were the primary contributor 
to the increase in total sales, as fund sales grew to 
$9.5 billion, more than double the 2010 sales of 
$4.5 billion. 


> Strong investment performance, combined with 
higher total sales, led to a third consecutive year of 
positive net flows, with positive flows in both 
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2012 BUSINESS OBJECTIVES 


> Capture greater market share from 
existing and new channels 


> Maintain product quality and performance; 
opportunistically expand investment 
capabilities, strategies and product 
structures 


> Enhance and align business support 
services to facilitate continued growth 


> Optimize business model and capital 
structure to best position for next phase 
of growth 


> Attract, retain and align talent to support 
the business 


equity and fixed income products. Net flows for 
all products were $5.2 billion in 2011, compared 
with $1.5 billion in 2010, representing an organic 
growth rate of 18 percent in a year when the 
industry generated low single-digit organic growth. 


Revenues increased by 42 percent to $204.7 
million from $144.6 million in 2010 as a result of 
the increase in total assets under management, 
the growing percentage of higher-fee equity assets, 
and the higher percentage of assets managed by 
affiliated managers. Assets under management 
increased by 17 percent to $34.6 billion at year- 
end. Long-term assets under management, which 
exclude low-fee cash management products, 
increased by 23 percent during 2011. 


> The growth in our profitability reflected the 
increases in our top-line results. Operating 
income, as adjusted, which is the non-GAAP 
performance measure that we believe best 
illustrates the earnings of the company, was 
$43.7 million with a margin of 28 percent in 
2011, more than double the $21.7 million in 
2010, which represented a 20 percent margin. 
Operating income, the comparable GAAP 
performance measure, was $13.9 million in 
2011, compared with $9.3 million in 2010. Net 
income was $145.4 million in 2011 or $16.34 per 
share, compared with $9.6 million or $0.81 per 
share, primarily reflecting a tax benefit of $132.0 
million related to the release of a valuation 
allowance on certain deferred tax assets. 


> The financial markets took note of our 
accomplishments as well, and in 2011, for the 
second consecutive year, VRTS was the best- 
performing public traditional asset manager, far 
outpacing the average of our peer companies as 
well as the S&P 500. 


Capital Management 


The achievement of our 2011 operating results and 
key initiatives was supported by a comprehensive 
capital management strategy that struck a balance 
between investing in the growth of the business and 
returning capital to our shareholders. 


For the full year, we deployed a significant 
percentage of our annual free cash flow in growth 
initiatives and the return of capital to shareholders, 
including the preferred dividend and common stock 
repurchases. Initiatives such as the DPG closed-end 
fund launch, the internalization of the Newfleet 
Multi-Sector Team, and the DCA closed-end fund 
adoption represented more than $18 million of 
investments in growth opportunities. 


We will continue to take a thoughtful approach to 
capital management, with a strategic objective of 
maintaining optimal flexibility to fund core business 
activities, invest in future organic and inorganic 
growth opportunities, and appropriately return 
capital to our shareholders. 


Positioning Ourselves for Further Growth 


Our accomplishments in 2011 demonstrate the 
value of our business model and operating strategy, 
a focused, high-caliber workforce, and our key 
strengths in product, distribution and investment 
performance. We also have the insight and benefits 
gained from building a growing business. 


We are highly confident in the opportunities that 
exist for us and optimistic about the future. As we 
look forward, we benefit from a clear vision for the 
company, focused strategic goals, and consistent 
business objectives. Most importantly, we have 
an unwavering commitment to the success of 

our clients, because we know their success Is 
fundamental to our long-term growth 

and profitability. 


On behalf of the board, management team and 
employees of Virtus Investment Partners, we thank 
you for your support this year and we look forward 
to delivering continued strong results for our clients 
and you, our shareholders. 
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Standing, from left: W. Patrick Bradley, Jeffrey T. Cerutti, Mark S. Flynn, 
George R. Aylward, Mardelle W. Peria, Francis G. Waltman, and Michael A. Angerthal 
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Executive Vice President 
Retail Distribution 
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Supplemental Financial Information 


Schedule of Non-GAAP information 
(Dollars in thousands) 


The company reports its financial results on a Generally Accepted Accounting Principles (GAAP) 

basis; however management believes that evaluating the company’s ongoing operating results may be 
enhanced if investors have additional non-GAAP financial measures. Management reviews non-GAAP 
financial measures to assess ongoing operations and considers them only to be additional metrics for 
both management and investors to consider the company’s financial performance over time, as noted in 
the footnotes below. Management does not advocate that investors consider such non-GAAP financial 
measures in isolation from, or as a substitute for, financial results prepared in accordance with GAAP. 


Reconciliation of Revenues, Operating Expenses and 
Operating Income on a GAAP Basis to Revenues, 
Operating Expenses and Operating Income, as Adjusted 


Twelve Months Ended 
Dec 31, 2011 Dec 31, 2010 


Revenues, GAAP basis $204,652 $144,556 
Less: 

Distribution and administration expenses 50,563 33,205 
NewHeet transition related subadvisory fees! (1,057) - 
Revenues, as adjusted” $155,146 $111,351 
Operating Expenses, GAAP Basis $190,749 $135,285 

Less: 
Distribution and administration expenses 50,563 33,205 
Depreciation and amortization 5,865 6,929 
Stock-based compensation 4,926 3,894 
Restructuring and severance charges 2,008 1,635 
Newfleet transition related operating expenses’ 5,152 - 
Closed-end fund launch costs * 10,767 - 
Operating Expenses, as adjusted’ $111,468 $89,622 
Operating Income, as adjusted® $43,678 $21,729 
Operating margin, GAAP basis 7% 6% 
Operating margin, as adjusted® 28% 20% 


(continued) 


Supplemental Financial Information — continued) 


Quarterly Reconciliation Three Months Ended 


Dec 31, 2011 Sep 30, 2011 June 30,2011 Mar 31, 2011 


Revenues, GAAP basis $56,172 $55,457 $48,902 $44,121 


Less: 


Distribution and administration expenses 13,482 13,637 12,367 11,077 
NewHleet transition related subadvisory fees! - (37) (1,020) - 


Revenues, as adjusted’ $42,690 $41,857 $37,555 $33,044 


Operating Expenses, GAAP Basis $47,978 $57,650 $45,443 $39,678 


Less: 


Distribution and administration expenses 13,482 13,637 12,367 11,077 
Depreciation and amortization 1,403 1,431 1,496 1,535 
Stock-based compensation 1,336 1,162 1,587 84] 
Restructuring and severance charges 1,260 7 594 147 


Newfleet transition related operating expenses* 1,381 1,580 2191 - 
Closed-end fund launch costs* - 10,767 : - 


Operating Expenses, as adjusted? $29,116 $29,066 $27,208 $26,078 


Operating Income, as adjusted® $13,574 $12,791 $10,347 $6,966 


Operating margin, GAAP basis 15% (4)% 7% 10% 
Operating margin, as adjusted*® 32% 31% 28% 21% 


te 


Reflects 30 days of fees payable under the termination provisions of the subadvisory agreement with a former unaffiliated subadvisor of the 
Multi-Sector assets. These subadvisory fees ended effective July 2, 2011. The company records its management fees net of fees paid to unaffiliated 
subadyisors. 


Revenues, as adjusted, is a non-GAAP financial measure calculated by netting distribution and administration expenses from GAAP revenues. 
Management believes, Revenues, as adjusted, provides useful information to investors because distribution and administration expenses are costs 
that are generally passed directly through to external parties. For the three months ended September 30, 2011, Virtus incurred $23.3 million of 
distribution and administration expenses that included $9.6 million of structuring fees related to the closed-end fund launch. For the purposes 
of calculating Revenues, as adjusted for the three months ended September 30, 2011 and for the twelve months ended December 31, 2011, 
structuring fees paid to third party distributors for the closed-end fund launch are excluded as they do not have a related revenue offset. 


For the twelve months ended Dec. 31, 2011, Newfleet transition-related operating expenses consist of compensation expenses of $4.8 million and 
certain legal and professional fees of $0.4 million incurred in conjunction with the addition of the Newfleet Multi-Sector team. Compensation 
expenses include $0.7 million of stock-based compensation. 


Closed-end fund launch costs are comprised of structuring fees of $9.6 million payable to underwriters and sales-based incentive compensation of 
$1.2 million. 


Operating expenses, as adjusted, is a non-GAAP financial measure that management believes provides investors with additional information 
because of the nature of the specific excluded operating expenses. Specifically, management adds back amortization attributable to acquisition- 
related intangible assets as this may be useful to an investor to consider our operating results with the results of other asset management firms 
that have not engaged in significant acquisitions. In addition, we add back restructuring and severance charges as we believe that operating 
expenses exclusive of these costs will aid comparability of the information to prior reporting periods. We believe that because of the variety of 
equity awards used by companies and the varying methodologies for determining stock-based compensation expense, excluding stock-based 
compensation enhances the ability of management and investors to compare financial results over periods. Distribution and administrative 
expenses are excluded for the reason set forth above. 


Operating income, as adjusted, and operating margin, as adjusted, are calculated using the basis of revenues, as adjusted, and operating 
expenses, as adjusted, as described above. 


In the above release, we define “organic growth rate” as our annualized net sales divided by beginning long-term open-end mutual fund assets under 
management. 


The above measures should not be considered as substitutes for any measures derived in accordance with GAAP and may not be comparable to 
similarly titled measures of other companies. Exclusion of items in our non-GAAP presentation should not be considered as an inference that these 
items are unusual, infrequent or non-recurring. 


Investment Performance 


For the period ending December 31, 2011, 83%, 84% and 87% of assets eligible for Morningstar rating 
had 5- or 4-star load-waived ratings for the 3-, 5-, and 10-year periods, respectively, based on risk adjusted 
returns, of a total of 30, 28, and 22 funds, respectively. Had sales load been included, results would be 
lower. For each fund with at least a three-year history, Morningstar calculates a Morningstar Rating 1M 
based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a fund’s monthly 
performance (including the affect of sales charges, loads, and redemption fees), placing more emphasis 
on downward variation and rewarding consistent performance. The top 10% of funds in each category 
receive 5 stars; the next 22.5% receive 4 stars; the next 35% receive 3 stars; the next 22.5% receive 2 stars; 
and the bottom 10% receive | star. The Overall Morningstar RatingTM for a fund is derived from a 
weighted average of performance figures associated with its 3-, 5- and 10-year (if applicable) Morningstar 
Rating metrics. Different share classes bear different fees and expenses, which affect performance. Multi- 
Sector Short Term Bond Fund Morningstar rating as of 2/29/12 (Stars/# of Funds in Short Term Bond 
Category) Class A Overall: 5/352; 3 yr: 5/352; 5 yr: 5/325; 10 yr: 5/185. Load Waived Overall: 5/352; 3 

yt: 5/352; 5 yr: 5/325; 10 yr: 5/185. Class I Overall: 5/352; 3 yr: 5/352; 5 yr: 5/325; 10 yr: 5/185. Emerging 
Markets Opportunities Fund Morningstar rating as of 2/29/12 (Stars/# of Funds in Diversified Emerging 
Markets Category) Class A Overall: 4/353; 3 yr: 3/353; 5 yr: 5/242; 10 yr: 4/148. Load Waived Overall: 
5/353; 3 yr: 4/353; 5 yr 5/242; 10 yr: 5/148. Class I Overall: 5/353; 3 yr: 4/353; 5 yr: 5/242; 10 yr: 5/148. 


Lipper, a wholly owned subsidiary of Reuters, provides independent insight on global collective 
investments including mutual funds, retirement funds, hedge funds, fund fees and expenses to the 
asset management and media communities. Lipper ranks the performance of mutual funds within a 
classification of funds that have similar investment objectives. Rankings are historical with capital gains 
and dividends reinvested and do not include the effect of loads. Funds not ranked by Lipper are not 
included in the analysis. If sales loads were reflected, the rankings shown would be lower. If an expense 
waiver was in effect, it may have had a material effect on the total return or yield for the period. Lipper 
data does not constitute investment advice or an offer to sell or the solicitation of an offer to buy any 
security. Small-Cap Sustainable Growth Lipper Ranking as of 12/31/11 (Small Cap Growth Category) 
Class A: 1 yr percentile rank: 1 (2/497 funds); 5 yr percentile rank: 30 (112/378 funds); 10 yr percentile 
rank: NA. Class I Overall: 1 yr percentile rank: 1 (1/497 funds); 5 yr percentile rank: 28 (107/378 funds); 
10 yr percentile rank: NA. 


Performance data quoted represents past results. Past performance is no guarantee of future results 

and current performance may be higher or lower than the performance shown. Investment return and 
principal value will fluctuate so your shares, when redeemed, may be worth more or less than their 
original cost. Please visit Virtus.com for performance data current to the most recent month-end. 
Please carefully consider the Fund’s investment objectives, risks, charges and expenses before 
investing. For this and other information about any Virtus mutual fund, call 1-800-243-4361 or visit 
Virtus.com for a prospectus. Read it carefully before you invest or send money. Distributed by VP 
Distributors, LLC, member FINRA and subsidiary of Virtus Investment Partners, Inc. 


Shareholder Information 


Security Listing 


The common stock of Virtus Investment Partners, Inc. is traded on 
the NASDAQ Global Market under the symbol “VRTS.” 


Transfer Agent and Registrar 


For information or assistance regarding your account, please contact 
our transfer agent and registrar: 


Virtus Investment Partners 

c/o Computershare Investor Services 
P.O. Box 43078 

Providence, RI 02940 


Toll-free (within U.S.): 866-205-7273 

TDD for hearing impaired: 800-231-5469 
Foreign Shareowners: 413-775-6091 

TDD for Foreign Shareowners: 201-680-6610 


Web site: www.computershare.com/investor 


E-mail: Virtus.Investment.Partners@virtus.com 


Annual Meeting of Shareholders 


All shareholders are invited to attend the annual meeting of Virtus 
Investment Partners on Wednesday, May 16, 2012 at 10:30 a.m. EDT 
at the Hilton Hartford Hotel, 315 Trumbull Street, Hartford, CT 


For More Information 


To receive additional information about Virtus Investment Partners 
and access to other shareholder services, visit Investor Relations in 
the “About Us” section of our Web site at www.virtus.com, or contact 
us at: 


Virtus Investment Partners, Inc. 
Investor Relations 

100 Pearl Street 

Hartford, CT 06103 

Telephone: 800-248-7971 (Option 2) 
Fax: 860-241-1113 

E-mail: investor.relations@virtus.com 


Affiliated Companies 


Duff & Phelps Investment 
Management Co. 

200 S. Wacker Drive, Suite 500 
Chicago, IL 60606 
312-263-2610 


Euclid Advisors LLC 
900 Third Avenue 
New York, NY 10022 
800-272-2700 


Kayne Anderson Rudnick 
Investment Management, LLC 
1800 Avenue of the Stars, 
Second Floor 

Los Angeles, CA 90067 
800-231-7414 


Newfleet Asset Management, LLC 
100 Pear! Street 

Hartford, CT 06103 
860-263-4707 


909 Montgomery Street, Suite 500 
San Francisco, CA 94133 
800-828-1212 


Zweig Advisers LLC 
900 Third Avenue 
New York, NY 10022 
800-272-2700 


For more information on Virtus Mutual Funds or other products, 


callyour financial representative or visit our Web site at www.virtus.com 
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Report’’), refer to Virtus Investment Partners, Inc., a Delaware corporation, and its subsidiaries. 


PARTI 


Item 1. Business. 
Organization 


Virtus Investment Partners, Inc. commenced operations on November 1, 1995 through a reverse merger with 
Duff & Phelps Corporation. From 1995 to 2001, we were a majority-owned indirect subsidiary of The Phoenix 
Companies, Inc. (“PNX’’). On January 11, 2001, a subsidiary of PNX acquired the outstanding shares of the 
Company not already owned and the Company became an indirect wholly-owned subsidiary of PNX. On 
October 31, 2008, after the sale of convertible preferred stock to a subsidiary of the Bank of Montreal (“BMO”) 
we became an indirect, majority-owned subsidiary of PNX. On December 31, 2008, PNX distributed 100% of 
Virtus common stock to PNX stockholders in a spin-off transaction, excluding the net assets and business of the 
Company’s former subsidiary, Goodwin Capital Advisers, Inc. (“Goodwin”), which had historically been a 
wholly owned subsidiary of the Company. Following the spin-off, BMO owned 100% of the Company’s 
outstanding shares of Series B Convertible Preferred Stock (the “Series B”). All of the outstanding Series B was 
converted to shares of Virtus common stock on January 6, 2012. As a result of the conversion, all of the preferred 
shares have been retired. 


Our Business 


We are a provider of investment management products and services to individuals and institutions. We 
operate a multi-manager investment management business, comprised of affiliated managers and unaffiliated 
sub-advisors, each having its own distinct investment style, autonomous investment process and brand. We 
believe our customers value this approach and appreciate individual managers with distinctive cultures and 
styles. 


We provide our products in a number of forms and through multiple distribution channels. Our retail 
products include open-end mutual funds, closed-end funds, variable insurance funds and separately managed 
accounts. Our fund family of open-end funds is distributed primarily through intermediaries. Our closed-end 
funds trade on the New York Stock Exchange. Our variable insurance funds are available as investment options 
in variable annuities and life insurance products distributed by third-party life insurance companies. Retail 
separately managed accounts are comprised of intermediary programs, sponsored and distributed by unaffiliated 
brokerage firms, and private client accounts, which are offerings to the high net-worth clients of our affiliated 
managers. We also manage institutional accounts for corporations, multi-employer retirement funds, public 
employee retirement systems, foundations and endowments and special purpose funds. Our earnings are 
primarily driven by asset-based investment management fees charged on these various products. These fees are 
based on a percentage of assets under management (‘““AUM7”) and are calculated using daily or weekly average 
assets or assets at the end of the preceding quarter. 


Our Investment Managers 


Our investment management services are provided by investment managers, who are registered investment 
advisors under the Investment Advisers Act of 1940, as amended (the “Investment Advisers Act’). The 
investment managers are responsible for portfolio management activities for our mutual funds, variable insurance 
funds and closed-end funds, and provide investment management services for institutional and separately 
managed accounts. Our investment management services are provided by our affiliated managers as well as by 
unaffiliated external managers through sub-advisory agreements. We provide our affiliated managers with 
distribution, operational and administrative support, thereby allowing each affiliated manager to focus on 
investment management. Our affiliated managers participate in the earnings they generate through compensation 
arrangements that include incentive bonus pools based primarily on their profits. For certain of our open-end 
mutual funds and variable insurance funds, we complement our affiliated managers’ skills with those of 
unaffiliated boutique sub-advisors who offer strategies that we believe also appeal to investors. At December 31, 
2011, $10.9 billion or 31.4% of our assets under management were managed by unaffiliated sub-advisors. We 
monitor the quality of the managers’ products by assessing their performance, style, consistency and the 
discipline with which they apply their investment process. 
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Our affiliated firms and their respective assets under management, styles and products are as follows: 


Affiliated Managers 
Duff & Phelps Kayne 
Investment Newfleet Anderson Rudnick Zweig/Euclid 
Management Asset Management Investment Management Advisors 
AUM at 
December 31, 2011 
($ in billions) $8.6 $8.0 $5.4 $1.7 
Location Chicago, IL Hartford, CT and Los Angeles, CA New York, NY 
San Francisco, CA 
Investment Style Quality-oriented, Multi-sector, Quality at a Growth at a 
equity income; value-driven reasonable price reasonable price, 
high quality fixed fixed income high quality 
income fixed income 
Investment Types 
Equities ¢ REITs Small Cap: Core/ Large Cap Core 
* Utilities/ Growth/Value Tactical Asset 
Infrastructure Mid Cap Core Allocation 
e Passive Equity Small-Mid Cap: 
Core/Value 
Large Cap: 
Core/Growth/Value 
Fixed Income ¢ Tax Advantaged Multi-sector California U.S. Government 
¢ High Grade Core Core Municipals grade agencies 
¢ Municpals Core Plus Intermediate Investment grade 
Bank Loans Total Return & corporates 
High Yield Government 
Municipals 


Products 
Open-End Funds 
Closed-End Funds 
Variables Insurance Funds 


Separately Managed 
Accounts 


Institutional 


NON 


NON 


SN 


Our Investment Products 


Our assets under management are comprised of mutual fund assets (open- and closed-end), variable 
insurance funds, separately managed accounts (intermediary sponsored and private client) and institutional 
accounts (traditional institutional mandates and structured products). 


Assets Under Management By Product as of December 31, 2011 


($ in billions) 

Retail Products 
Mutual fund assets 

Long term open-end funds... sic scaidie 2 alee fhe carecd eG aieck eco hieaeh sige aon aie aseele $16.9 

Closéd:end funds: o..0ecsig cid bein bee ee past gee poe boa be Gates 5.7 

Money. market funds 9.0. dice ges. g's eaiand seas glee dob s dado euae sels, asd ecto, ee ie 2.3 
Total mutual fund assets... 0.2... 0... eee n teens 24.9 
Variable INSUrance FUNAS: eis ss cc tence nga aR Ma Pale O48 Sh oats ROE BE Dak gs 1.3 
Separately managed accounts 

Intermediary sponsored programs .......... 00.00. e eee eee 2.0 

Private Cent aCCOUNES 322, en's a. gatsdeahandearesecwane patel ado G dears songalann Qigvae- duped eee quae 1.9 
Total managed account assets ..... 0... 2. ee eect eee eee 3.9 
Total retail:assets: 2 cic cave gng cas Kaete eave 23 eda Od eG eas £8 a eacked 30.1 
Institutional Products 

Institutional accounts: :s 034i s eet ee tia a eed ese see ta et bine geen ae 3.5 

Structured finance products ..... 0.0... 0c cece cee eee 1.0 
Total institutional assets ........... 0... cece tenes 4.5 
Total AUME 4.03.4:-h0546eeiseees oleae leks ehaee ees iee ena heed $34.6 


Open-End Mutual Funds 


As of December 31, 2011, we managed 43 open-end funds, in a variety of equity and fixed income styles, 
including money market, asset allocation and alternative investments, with total assets of $19.2 billion. 


Our equity fund offerings encompass a number of market caps and investment styles, including large-, mid- 
and small-cap funds offered in value, core and growth styles, and including international, global, emerging 
market and sector-specific funds. Our fixed income fund offerings cover a broad range of fixed income asset 
classes, including core, multi-sector, tax-exempt and high yield. We also offer individual money market funds 
focused on corporate, tax-exempt and government securities. 


Our family of open-end mutual funds as of December 31, 2011 is comprised of the following: 


Fund Type/Name 


Alternatives 


Virtus Real Estate Securities Fund....................0005. 
Virtus Global Infrastructure Fund ...................00000. 
Virtus Alternatives Diversifier Fund (3) .................05. 
Virtus Market Neutral Fund ............ 0.0.00. .0 0c eee eee 


Asset Allocation 
Virtus Balanced Fund . . 


Virtus Allocator Premium AlphaSector™ Fund (3) ........... 
Virtus Balanced Allocation Fund .............. 0.000000 eae 


Equity 


Virtus Premium AlphaSector™ Fund (3) ..............0.00- 
Virtus AlphaSector™ Rotation Fund (3) .................00- 
Virtus Strategic Growth Fund ................... 000000005 
Virtus Mid-Cap Value Fund ............... 0.0.0.0 0000005 
Virtus Quality Small-Cap Fund ................... 00.0005. 
Virtus Small-Cap Core Fund ............. 0.00... 00 0000005 
Virtus Value Equity Fund ........... 0.0.0.0 ce eee eee eee 
Virtus Small-Cap Sustainable Growth Fund ................. 
Virtus Growth & Income Fund .....................00000. 
Virtus Mid-Cap Growth Fund ............. 0.0.0.0... .0005. 


Virtus Core Equity Fund 


Virtus Quality Large-Cap Value Fund ...................... 
Virtus Mid-Cap Core Fund ............ 0.000000 2 eee eee eee 


Fixed Income 


Virtus Multi-Sector Short Term Bond Fund ................. 
Virtus Senior Floating Rate Fund ......................0.0. 
Virtus Multi-Sector Fixed Income Fund .................... 
Virtus Tax-Exempt Bond Fund ............ 00.0000. e eee eee 


Virtus Bond Fund..... 


Virtus Short/Intermediate Bond Fund ...................... 


Virtus High Yield Fund 


Virtus CA Tax-Exempt Bond Fund ........................ 
Virtus High Yield Income Fund .............. 0.020.002 eee 


International/Global 


Virtus Emerging Markets Opportunities Fund ............... 
Virtus Foreign Opportunities Fund .....................00. 
Virtus Global Opportunities Fund ................ 0.000000. 
Virtus Global Premium AlphaSector™ Fund (3) ............. 
Virtus International Equity Fund ....................2000505 
Virtus Greater Asia ex Japan Opportunities Fund ............. 


Virtus Greater European 
Money Market Funds 


Opportunities Fund ................ 


Virtus Insight Government Money Market Fund ............. 
Virtus Insight Money Market Fund ...................0000- 
Virtus Insight Tax-Exempt Money Market Fund ............. 


Total Open-End Funds 


Inception 


1995 


Assets 


($ in millions) 


$ 1,113.3 
70.6 

54.9 

28.6 

20.2 

20.2 

6.7 


578.8 
179.8 
131.0 

72.3 


2,658.2 
441.1 
375.2 
339.4 
284.9 
173.6 
129.3 
105.1 
104.5 

78.1 
74.6 
42.7 

2.1 


4,669.4 
390.1 
271.8 
229.3 
158.0 

94.3 
92.6 
57.4 
54.1 


2,611.9 
1,013.5 
68.8 
66.7 
18.6 
9.4 

5.4 


1,422.3 
693.2 
179.4 


$19,191.4 


Advisory 
Fee (1) 


(%) 


0.75-0.65 
0.65-0.55 
n/a 
1.50-1.40 
1.00-0.90 
1.00-0.90 
0.85-0.75 


0.55-0.45 
0.70-0.60 
1.10-1.00 
0.50-0.45 


1.10 
0.45-0.40 
0.70-0.60 
0.75-0.70 

0.70 

0.75 
0.70-0.65 
0.90-0.80 
0.75-0.65 
0.80-0.70 
0.70-0.65 
0.75-0.65 
0.80-0.70 


0.55-0.45 
0.60-0.50 
0.55-0.45 
0.45 
0.45-0.40 
0.55-0.45 
0.65-0.55 
0.45-0.35 
0.45 


1.00-0.95 
0.85-0.75 
0.85-0.75 
1.10-1.00 
0.85-0.75 
1.00-0.95 
0.85-0.80 


0.14-0.10 
0.14-0.10 
0.14-0.10 


3-Year 
Return (2) 


(%) 


21.42 
11.86 
9.15 
n/a 
n/a 
14.03 
n/a 


11.87 
11.16 

n/a 
11.56 


n/a 
12.74 
15.01 
19.03 
17.70 
20.05 
10.70 
21.91 
10.98 
17.81 
11.23 
12.12 

n/a 


13.84 
14.99 
18.49 
10.20 
8.91 
7.78 
15.04 
7.83 
16.29 


22.71 
11.62 
12.68 
n/a 
n/a 
n/a 
n/a 


0.12 
0.28 
0.04 


(1) 


(2) 
(3) 


Percentage of average daily net assets of each fund. A range indicates that the fund has breakpoints at which 
management advisory fees decrease as assets in the funds increase. Percentage listed represents the range of 
gross management advisory fees paid by the funds, from the highest to the lowest. We pay sub-advisory fees 
on funds managed by unaffiliated advisors, which are not reflected in the percentages listed. 

Represents average annual total return performance of the largest share class as measured by net assets for 
which performance data is available. 

These funds invest in other Virtus open-end mutual funds as well as electronically traded funds. The related 
assets invested in other Virtus open-end funds are reflected only in the balances of the respective funds. 


Past performance does not guarantee future results. Investment return and principal value will fluctuate so 


that shares, when redeemed, may be worth more or less than their original cost. 


Closed-End Funds 


We managed the assets of seven closed-end funds as of December 31, 2011, each of which is traded on the 


New York Stock Exchange, with total assets of $5.7 billion. Closed-end funds do not continually offer to sell and 
redeem their shares; rather, daily liquidity is provided by the ability to trade the shares of these funds at prices 
that may be above or below the shares’ net asset value. Our closed-end funds are comprised of various fixed 
income and equity strategies provided by three of our affiliated managers. 


(1) 


(2) 
(3) 


Our family of closed-end funds as of December 31, 2011, is comprised of the following: 


Advisory 
Fund Type/Name Assets Fee 
($ in billions) % 
Balanced 
DNP Select Income Fund Inc................. $3.1 0.60-0.50 (1) 
Zweig Total Return ........... 0.0.0.2 eee eee 0.5 0.70 (2) 
Virtus Total Return Fund ................... 0.1 0.85 (2) 
Equity 
Duff & Phelps Global Utility Income Fund 
TCP ss a dhepcecce cee Mirage neva: Sepswtene a Boece eee 1.0 1.00 (3) 
ZWeig: FUNG, siete hoo hand bad ba oe Saeed 0.3 0.85 (2) 
Fixed 
Duff & Phelps Utility and Corporate Bond Trust 
WNC 3 420d bayeeena weeeeee bed Seed a 0.5 0.50 (1) 
DTF Tax-Free Income Inc. .................. 0.2 0.50 (1) 
Total Closed-End Funds ................... $5.7 


Percentage of average weekly net assets. A range indicates that the fund has breakpoints at which 
management advisory fees decrease as assets in the fund increase. Percentage listed represents the range of 
gross management advisory fees paid by the funds, from the highest to the lowest. 

Percentage of average daily net assets of each fund. 

Percentage of average weekly net assets. The adviser has contractually agreed to reimburse the fund for 
certain expenses for a specified percentage ranging from 0.25% in the first year and gradually decreasing to 
zero after the sixth year, which is not reflected in the percentage listed. 


Variable Insurance Trust 


We established a Variable Insurance Trust (““VIT’’) in the quarter ended December 31, 2010. On 
November 5, 2010, we acquired the rights to advise and distribute the former Phoenix Edge Series Funds 
(excluding certain of the funds to be merged into a third-party variable insurance trust) from Phoenix Variable 
Advisors, Inc. (“PVA”). Our variable insurance trust provides investment options in variable annuities and life 
insurance products distributed by third-party life insurance companies. Our family of variable insurance funds as 
of December 31, 2011, is comprised of the following: 


Advisory 
Fund Type/Name Assets Fee (1) 
($ in billions) % 

Equity 

Virtus Capital Growth Series ................. $0.2 0.70-0.60 

Virtus Growth and Income Series ............. 0.2 0.70-0.60 

Virtus Small-Cap Growth Series .............. 0.1 0.85 

Virtus International Series ................... 0.3 0.75-0.65 

Virtus Duff & Phelps Real Estate Series ........ 0.1 0.75-0.65 

Virtus Small-Cap Value Series ............... 0.1 0.90 
Fixed Income 

Virtus Multi-Sector Fixed Income Series ....... 0.2 0.50-0.40 
Asset Allocation 

Virtus Strategic Allocation Series ............. 0.1 0.60-0.50 

Total Variable Products Funds $1.3 


(1) Percentage of average daily net assets of each fund. A range indicates that the fund has breakpoints at which 
management advisory fees decrease as assets in the fund increase. Percentage listed represents the range of 
gross management advisory fees paid by the funds, from the highest to the lowest. We pay sub-advisory fees 
on funds managed by unaffiliated sub-advisors which are not reflected in the percentages listed. 


Separately Managed Accounts 


Separately managed accounts are individually owned portfolios that are managed by an investment 
manager. Separately managed accounts include broker-dealer sponsored programs, whereby an intermediary 
assists individuals in identifying their investment objectives and hires investment managers that have been 
approved by the broker-dealer to fulfill those objectives; and private client accounts that are accounts of high net 
worth individuals who are direct clients of our affiliates. Intermediary sponsored programs and private client 
account assets totaled $3.9 billion at December 31, 2011. 


Institutional Accounts 


We offer a variety of equity, fixed income and real estate investment trust strategies to institutional clients, 
including corporations, multi-employer retirement funds, public employee retirement systems, foundations and 
endowments and special purpose funds. We also act as the collateral manager for structured finance products, 
such as collateralized loan obligations and collateralized bond obligations, collectively referred to as 
collateralized debt obligations (“CDOs”). Our institutional assets under management totaled $4.5 billion as of 
December 31, 2011. 


Our Investment Management, Administration and Transfer Agent Fees 


Our net investment management fees, administration fees and net transfer agent fees earned in each of the 
last three years were as follows: 


Years Ended December 31, 
2011 2010 2009 
($ in thousands) 
Investment management fees 
Open-end funds ......... 0. ccc ccc eee eee e tenn ees $ 68,831 $42,090 $31,377 
Closéd-end Ttids:: ec.y06/6cs, o01s.cvetwag oahuews phere chaad 26,345 22,131 20,766 
Separately managed accounts .......... 0.000 e ee eee eee 19,166 17,057 14,800 
Institutional products ..5 ..aa6 bencn sae eee ea dea das 11,273 10,299 10,224 
Structured finance products ...... 0.0.0... eee eee eee eee 3,323 4,581 2,484 
Variable insurance funds .......... 0... ccc eee e eee eee 6,125 1,838 — 
Total investment management fees ................ 135,063 97,996 79,651 
Administration TES e096 Suse ten odo DN oa eek Se 16,695 10,502 9,819 
ATANSTETASENUMCES: occ 5 cco sare a puntalnhateceterdcmassiel wake Goalee oxbeG ees 7,183 4,822 2,845 
Total ssi ick ae a PG due anit tage wae Pe Al eee $158,941 $113,320 $92,315 


Investment Management Fees 


We provide investment management services to funds and accounts pursuant to investment management 
agreements. With respect to open-end funds, closed-end funds and variable insurance funds, we receive fees 
based on each fund’s average daily or weekly net assets. Most fee schedules provide for rate declines as asset 
levels increase to certain thresholds. For those funds for which we have sub-advisory agreements, the 
sub-advisors receive a management fee based on the percentage of average daily net assets in the funds they 
sub-advise. For separately managed accounts and institutional accounts, fees are negotiated and are based 
primarily on asset size, portfolio complexity and individual client requests. 


Each of our sponsored open-end, closed-end and variable insurance funds has an investment management 
agreement with one of the Company’s advisors (each, an “Adviser”). Although specific terms of agreements 
vary, the basic terms are similar. Pursuant to the agreements, the Adviser provides overall management services 
to a fund, subject to supervision by the fund’s board of directors. The investment management agreements are 
approved initially by fund shareholders and must be approved annually by each fund’s board of directors, 
including a majority of the directors who are not “interested persons” of the Adviser. Generally, agreements may 
be terminated by either party upon written notice, and may terminate automatically in certain situations, such as a 
“change in control” of the Adviser. In arrangements where our funds are managed by a sub-advisor, the 
agreement calls for the sub-advisor to manage the day-to-day operations of the fund’s portfolio. 


Each fund bears all expenses associated with its operations, including the costs associated with the issuance 
and redemption of securities, where applicable. The funds do not bear compensation expenses of directors or 
officers of the fund who are employed by the Company or its subsidiaries. In some cases, to the extent total 
expenses exceed a specified percentage of a fund’s or a portfolio’s average net assets for a given year, the 
Adviser has agreed to reimburse the funds for such excess expenses. 


We act as the collateral manager for structured finance products, which include CDOs. Fees consist of both 
senior and subordinated management fees. Senior management fees are calculated at a contractual fee rate 
applied against the current par value of the total collateral being managed. Subordinated management fees, also 
calculated against the current par value of the total collateral being managed, are recognized only after certain 
portfolio criteria are met. The underlying collateral is primarily comprised of high yield, asset-backed and 
mortgage-backed securities and loans. The Company has no financial or operational obligations with respect to 
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the underlying performance of the collateral. For the investment management services being provided for 
existing structured finance products, this revenue will decline over time as CDOs have finite lives and can 
experience redemptions and liquidations. Structured finance product assets under management totaled $1.0 
billion at December 31, 2011. 


Administration Fees 


We provide fund administration services to our open-end funds, variable insurance funds and certain of the 
closed-end funds. Administrative services include recordkeeping, preparing and filing documents required to 
comply with federal and state securities laws, legal administration and compliance services, supervising the 
activities of the funds’ other service providers, providing assistance with fund shareholder meetings, as well as 
providing office space, equipment and personnel that may be necessary for managing and administering the 
business affairs of the funds. 


Transfer Agent Fees 


We provide transfer agent services to our open-end funds and certain of the closed-end funds. Transfer agent 
services include maintaining shareholder accounts; receiving and processing orders for purchases, exchanges and 
redemptions of fund shares; conveying payments; withholding taxes on shareholder accounts; preparing and 
filing required forms for dividends and distributions; preparing and mailing transaction confirmation and periodic 
statements; and providing shareholder account information. We delegate the performance of certain aspects of 
the transfer agent services to a third-party service provider and oversee their performance. 


Our Distribution Services 


Our principal means of distribution of our long-term open-end mutual funds and separately managed 
accounts is through financial intermediaries to individuals. We have broad access in this marketplace, with 
distribution partners that include national and regional broker-dealers, independent broker-dealers and 
independent financial advisory firms. We support these distribution partners with a team of regional sales 
professionals (“wholesalers”), a national account relationship group, an internal sales desk and separate teams for 
the retirement market and the registered investment advisor market. Our sales and marketing professionals serve 
as a resource to financial advisors seeking to help clients address wealth management issues and support the 
marketing of our products and services tailored to this marketplace. 


We also have separate resources dedicated to serving high net-worth clients who access investment advice 
outside of traditional retail broker-dealer channels. Specialized teams at our affiliated managers develop 
relationships in this market and deal directly with these clients. 


Our institutional distribution strategy combines both a coordinated and affiliate-centric model. Our product 
specialists, who are part of the portfolio management teams at our affiliated managers, team with sales 
generalists and consultant relationship personnel, representing all of our investment strategies. Through 
relationships with consultants, they target key market segments, including foundations and endowments, 
corporate, public and private pension plans. 


Our Broker-Dealer Services 


VP Distributors, LLC (““VPD”), a broker-dealer registered under the Securities Exchange Act of 1934, as 
amended (the “Exchange Act’), serves as principal underwriter and national wholesale distributor of our 
open-end mutual funds and managed accounts. Mutual fund shares are distributed by VPD under sales 
agreements with unaffiliated national and regional broker-dealers and financial institutions. VPD also markets 
advisory services of affiliated managers to sponsors of managed account programs. 
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Our Competition 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors including 
investment performance, access to distribution channels, service to advisors and their clients and fees charged. 
Our competitors, many of which are larger than we are, often offer similar products, use similar distribution 
sources, offer less expensive products, have greater access to key distribution channels and have greater 
resources than we do. 


Our Regulatory Matters 


We are subject to regulation by the Securities and Exchange Commission (“SEC”), Financial Industry 
Regulatory Authority (“FINRA”) and other federal and state agencies and self-regulatory organizations. Each 
advisor, including unaffiliated sub-advisors, is registered with the SEC under the Investment Advisers Act. Each 
closed-end mutual fund, open-end mutual fund, and each series of the variable insurance trust is registered with 
the SEC under the Investment Company Act of 1940 (the “Investment Company Act”). VPD is registered with 
the SEC under the Exchange Act and is a member of FINRA. 


The financial services industry is highly regulated and failure to comply with related laws and regulations 
can result in the revocation of registrations, the imposition of censures or fines, and the suspension or expulsion 
of a firm and/or its employees from the industry. All of our open-end mutual funds are currently available for 
sale and are qualified in all 50 states, Washington, D.C., Puerto Rico and the U.S. Virgin Islands. Most aspects of 
our investment management business, including the business of the sub-advisors, are subject to various federal 
and state laws and regulations. 


Our officers, directors, and employees may, from time to time, own securities that are also held by one or 
more of our funds. Our internal policies with respect to personal investments are established pursuant to the 
provisions of the Investment Company Act and/or the Investment Advisers Act. Employees, officers and 
directors who, in the function of their responsibilities, meet the requirements of the Investment Company Act or 
Investment Advisers Act, or of FINRA regulations, must disclose personal securities holdings and trading 
activity. Those employees, officers and directors with investment discretion or access to investment decisions are 
subject to additional restrictions with respect to the pre-clearance of the purchase or sale of securities over which 
they have investment discretion or beneficial interest. Other restrictions are imposed upon supervised persons 
with respect to personal transactions in securities held, recently sold or contemplated for purchase by the 
Company’s open-end and closed-end funds. All supervised persons are required to report holdings and 
transactions on an annual and quarterly basis pursuant to the provisions of the Investment Company Act and 
Investment Advisers Act. In addition, certain transactions are restricted so as to seek to avoid the possibility of 
improper use of information relating to the management of client accounts. 


Our Employees 


As of December 31, 2011, we had 299 full time equivalent employees. None of our employees is a union 
member. We consider our relations with our employees to be good. 


Relationship with BMO 


Pursuant to an Investment and Contribution Agreement dated as of October 30, 2008 (the “Investment 
Agreement”), Phoenix Investment Management Company, a wholly-owned subsidiary of PNX (“PIM”), sold 
BMO 9,783 shares of our Series A Preferred Stock on October 31, 2008 and in connection with the spin-off of 
the Company, on December 31, 2008, BMO and PIM exchanged the Series A Preferred Stock for an equal 
number of shares of our Series B. PIM then sold an additional 35,217 shares of our Series B to BMO for $35.0 
million. 
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On August 6, 2010, the Company converted the original 9,783 shares of the Series B, and related dividends, 
into 378,446 shares of our common stock, pursuant to a call option in the Investment Agreement. As of 
December 31, 2011, BMO held the remaining 35,217 shares of our Series B. On October 27, 2011, the Company 
entered into an agreement with BMO to convert all 35,217 outstanding shares of Series B into 1,349,300 shares 
of common stock. In connection with this agreement, the Company made a special dividend payment of $8.1 
million on October 31, 2011, which included accrued dividends of $0.9 million. The Series B was converted to 
common shares on January 6, 2012. As a result of the conversion, all of the shares of Series B have been retired 
and BMO’s right to elect one director to our board of directors pursuant to the Series B Certificate of 
Designations has ceased and the current Series B director resigned effective October 31, 2011. In addition, as a 
condition of the Investment Agreement, BMO has the right to nominate one director to our board of directors for 
election by our common shareholders, so long as it beneficially owns at least 10.0% of our common stock. 


For additional information on BMO’s rights under the Investment Agreement and Series B Certificate of 
Designations, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations — 
Series B Convertible Preferred Stock.” 


Available Information 


The Company’s annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, 
and all amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act 
will be available free of charge on the Company’s website located at www.virtus.com as soon as reasonably 
practicable after they are filed with or furnished to the SEC. You may also read and copy any document we file at 
the SEC’s Public Reference Room at 100 F Street N.E., Washington, D.C. 20549. Please call 1-800-SEC-0330 
for further information on the operation of the Public Reference Room. Reports, proxy statements and other 
information regarding issuers that file electronically with the SEC, including our filings, are also available to the 
public on the SEC’s website at http://www.sec.gov. 


A copy of the Company’s Corporate Governance Principles, its Code of Conduct, and the charters of the 
Audit Committee, the Compensation Committee and the Governance Committee are posted on the Company’s 
website, www.virtus.com, under “Investor Relations,” and are available in print to any person who requests 
copies by contacting Investor Relations by email to: investor.relations @ virtus.com or by mail to Virtus 
Investment Partners, Inc., c/o Investor Relations, 100 Pearl Street, Hartford, CT 06103. Information contained on 
the website is not incorporated by reference or otherwise considered part of this document. 
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Item 1A. Risk Factors 


You should carefully consider the risks described below, together with all of the other information included 
in this Annual Report, in evaluating the Company and our common stock. If any of the risks described below 
actually occurs, our business, results of operations, financial condition and stock price could be materially 
adversely affected. 


Assets under management are impacted by market conditions, and adverse market conditions could reduce 
our assets under management and our revenue. 


Our revenues are based on assets under management, which are directly correlated to domestic and global 
market conditions in the equity and credit markets. The value of assets under management can decline due to 
price declines in specific securities, in the securities markets generally, or in specific market segments or 
geographic areas where those assets are invested. If our revenues decline without a commensurate reduction in 
our expenses, our net income will be reduced. 


The economic environment has a direct impact on the investing activities of both retail and institutional 
investors, which could impact asset flows, and on the value of assets under management. The financial markets 
continue to experience significant volatility globally. Funds and portfolios that we manage related to certain 
geographic markets and industry sectors are also vulnerable to political, social and economic events. If the 
security markets decline or continue to experience volatility, this could have a negative impact on our assets 
under management and our revenues. 


Increases in interest rates from their present, historically low levels also may adversely affect the net asset 
values of our assets under management. Increases in interest rates may result in reduced prices in equity and 
credit markets. Conversely, decreases in interest rates could lead to outflows in fixed income or liquidity assets 
that we manage as investors seek higher yields. Any of these effects could lower our assets under management 
and revenues. The current historically low interest rate environment affects the yields of money market funds, 
which are based on the income from the underlying securities less the operating costs of the funds. With short 
term interest rates at or near zero, the operating expenses of money market funds may become greater than the 
income from the underlying securities. 


Poor relative investment performance of our products could adversely affect our assets under management, 
sales, revenues and earnings. 


The performance of our investment strategies is critical to the maintenance and growth of assets under 
management. Net flows related to our investment strategies can be affected by investment performance relative 
to other competing investment strategies. Investment management strategies are rated, ranked or assessed by 
independent third-parties, distribution partners, and industry periodicals and services. These assessments often 
affect the investment decisions of our clients. If the performance or assessment of our investment strategies is 
seen as underperforming relative to peers, it could result in an increase in the withdrawal of assets by existing 
clients, the inability to attract additional investments from existing and new clients, and an increased risk of 
litigation and regulatory action. Lower assets under management would result in a reduction of fee revenue, and, 
if our revenues decline without a commensurate reduction in our expenses, our earnings will be reduced. 


Our clients could terminate or amend their contracts with us on short notice, which could reduce our 
revenues and earnings. 


Our clients include the boards of directors for our sponsored mutual funds, managed account program 
sponsors, private clients, and institutional clients. Our investment management agreements with these clients may 
be terminated upon short notice without penalty. As a result, there would be little impediment to these sponsors 
or clients terminating our agreements. Investment contracts are generally terminated for factors including 
investment performance or regulatory or compliance issues. 
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Our sponsored funds are governed by an independent board of directors. These directors may deem it to be 
in the best interests of a fund’s shareholders to make decisions adverse to us, such as reducing the compensation 
paid to us, requesting that we subsidize fund expenses over certain thresholds, or imposing restrictions on our 
management of the fund. 


Under the Investment Company Act, the investment advisory agreements for our mutual funds 
automatically terminate in the event of an assignment, which may occur if, among other events, the Company 
undergoes a change in control, such as any person acquiring 25% voting rights of our common stock. If an 
assignment were to occur, we could continue to act as adviser to a fund only if that fund’s board of directors and 
stockholders approved a new investment advisory agreement. In addition, investment advisory agreements for 
the separate accounts we manage may not be assigned without the consent of the client. If an assignment occurs, 
we cannot be certain that the Company will be able to obtain the necessary fund approvals or the necessary 
consents from our clients. 


The termination of any investment management contract relating to a material portion of assets under 
management would adversely affect our investment management fee revenues and earnings and could require an 
impairment charge to the goodwill or intangible assets associated with our asset managers or investment advisory 
agreements. 


Any damage to our reputation could harm our business and lead to a loss of assets under management, 
revenues and income. 


Maintaining a strong reputation with the investment community is critical to our success. Our reputation is 
vulnerable to many threats that can be difficult or impossible to control, and costly or impossible to remediate 
even if they are without merit or satisfactorily addressed. Any damage to our reputation could impede our ability 
to attract and retain clients and key personnel, and lead to a reduction in the amount of our assets under 
management, any of which could have a material adverse effect on our revenues and income. 


We may be required to, or elect to, support the stable net asset values of our money market funds, which 
could negatively affect our revenues or earnings. 


Approximately $2.3 billion or 6.6% of our total assets under management is managed in money market 
funds. Although money market funds seek to preserve a stable net asset value, and our money market funds have 
always maintained this stable net asset value, there is no guarantee that this stable net asset value will be 
achieved in the future. Market conditions domestically and globally could lead to severe liquidity or security 
pricing issues, which could impact their net asset values. If the net asset value of our money market fund were to 
fall below its stable net asset value, we would likely experience significant redemptions in money market assets 
under management, loss of shareholder confidence, and reputational harm, which could have a material adverse 
effect on our revenues or net income. 


If a money market fund's stable net asset value comes under pressure, we may elect to provide credit, 
liquidity, or other support to the fund. We are not legally required to support any money market fund, and there 
can be no assurance that any support would be sufficient to avoid an adverse impact. A decision to provide 
support may arise from factors specific to our funds or from industry-wide factors. If we elect to provide support, 
we could incur losses from the support we provide and incur additional costs, including financing costs, in 
connection with the support. These losses and additional costs could be material, and could adversely affect our 
earnings. If we were to take such actions we may also restrict our corporate assets, limiting our flexibility to use 
these assets for other purposes, and may be required to raise additional capital. 
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Any failure to comply with established client investment guidelines or other contractual requirements could 
result in claims from clients and regulatory sanctions. 


The agreements under which we manage assets often have established investment guidelines or other 
contractual requirements that we are required to comply with in providing our investment management services. 
Any allegation of a failure to comply with these guidelines or other requirement could result in client claims, hurt 
reputation, withdrawal of assets, and potential regulatory sanctions, any of which may negatively impact our 
revenues and earnings. 


Our business utilizes third-party service providers, and any inadequate performance by those providers 
could adversely impact our revenues and earnings. 


We are dependent on certain third-party relationships to maintain essential business operations. These 
services include, but are not limited to, information technology infrastructure, investment accounting services, 
transfer agent and cash management services, custodial services, security pricing services, and subadvisory 
agreements with unaffiliated investment managers for 31.4% of our assets under management at December 31, 
2011. 


The services provided by these third-parties are critical to our business. While we operate under contractual 
arrangements which address fulfillment of services, and we have the ability to terminate providers, any material 
disruption or deficiency in these contracted services could materially affect our business operations and 
profitability. 


Our business relies on the ability to attract and retain key employees, and the loss of such employees could 
negatively affect financial performance. 


The success of our business is dependent to a large extent on our ability to attract and retain key employees 
such as senior executives, portfolio managers, securities analysts and sales personnel. Competition in the job 
market for these professionals is generally intense. Most of our employees are not subject to employment 
contracts or non-compete agreements so they may voluntarily terminate their employment at any time. In certain 
circumstances, the departure of key employees could cause higher redemption rates for certain assets under 
management, or the loss of certain client accounts. Any inability to retain our key employees, attract qualified 
employees, or replace key employee positions in a timely manner when vacated, could have a negative impact on 
our business. There could be additional costs to replace, retain or attract new talent which would result in a 
decrease in net income. 


We face strong competition in our businesses, and if we are not able to compete effectively, it could impair 
our ability to retain existing customers, attract new customers and maintain our profitability. 


We face strong competition in our businesses from mutual fund companies, banks and investment 
management firms, many of which have advantages over us. We believe that our ability to compete is based on a 
number of factors, including, but not limited, to investment performance, service, reputation, distribution 
capabilities, product offerings, and fees charged. Industry consolidation has resulted in larger competitors with 
financial resources, marketing and distribution capabilities, and brand identities that are stronger than ours. 
Larger firms also may be able to offer, due to economies of scale, lower cost products. In addition, new or 
alternative product offerings frequently emerge or may increase in popularity, which could create additional 
competition and could result in decreased demand for our historical product offerings. If we do not compete 
effectively in this environment, our profitability and financial condition would be materially adversely affected. 
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We are subject to an extensive and complex regulatory environment and adverse changes in regulations 
could materially affect our business. 


We are subject to extensive regulation, primarily at the federal level, in conjunction with our investment 
management business, and we may be adversely affected as a result of new or revised legislation, regulations or 
standards, or by changes in the interpretation or enforcement of existing laws and regulations. 


The Company is registered with the SEC, our investment advisers are registered with the SEC under the 
Investment Advisers Act, our sponsored funds are registered with the SEC under the Investment Company Act 
and our broker-dealer is registered with the SEC under the Exchange Act and is a member of FINRA. Most 
aspects of our investment management business, including the business of the sub-advisors, are subject to various 
federal and state laws and regulations. 


These laws generally grant supervisory agencies the power to limit or restrict us and any sub-adviser from 
carrying on its investment management business in the event that it fails to comply with applicable laws and 
regulations. Sanctions may include the suspension of individual employees, limitations on our investment 
management activities for specified periods of time, the revocation of the advisors’ registrations as investment 
advisors or other censures and fines. 


Although we spend substantial time and resources on compliance with laws and regulations, our inability to 
timely and properly modify and update our compliance procedures in this changing and highly complex 
regulatory environment could result in our being subject to sanctions, fines, and various other penalties and even 
expulsion from particular activities or markets. 


Because of the inherent difficulty of predicting the outcome of any legal claims or regulatory inquiries or 
other matters, we cannot provide assurance as to the outcome of pending or future matters, or if ultimately 
determined adversely to us, monetary or reputational implications. The resolution of such matter or matters, if 
unfavorable, could have a material adverse effect on our operating results and financial condition. 


While we maintain insurance that we believe is appropriate relative to our business, we cannot be assured 
that insurance will cover all of our potential liabilities or losses. Some regulatory and other liabilities or penalties 
are not generally covered by insurance. In addition, insurance coverage may become more costly and require 
higher deductibles or co-insurance arrangements. Should this occur, it would expose us to greater non-insured 
losses, increase our expenses and negatively impact our earnings. 


We have potentially significant tax attributes, and any changes in tax laws or limitations on our tax 
attributes could have a material impact on our financial condition, results of operations and liquidity. 


We are subject to federal and state income taxes in the United States. Tax authorities may disagree with 
certain positions we have taken and assess additional taxes. We regularly assess the appropriateness of our tax 
positions and reporting. However, there can be no assurance that we will accurately predict the outcomes of these 
audits, and the actual outcomes of these audits could be unfavorable. In addition, our ability to use net operating 
loss carryforwards and other tax attributes available to us will be dependent on our ability to generate taxable 
income. 


Our ability to utilize tax attributes currently available to us is limited under Section 382 of the Internal 
Revenue Code of 1986, as amended (“Section 382”). Section 382 imposes annual limitations on the amount of 
net operating loss carryforwards and other tax attributes that can be used to offset taxable income in the event an 
ownership change has occurred, as defined as substantial changes in ownership. We currently have limitations as 
a result of Section 382 due to changes in the Company’s stockholder base that occurred in 2009, and could 
experience additional, more restrictive limitations in the event another ownership change occurs. 


Changes in tax law or tax rulings could materially impact our effective tax rate, increase the amount of taxes 
we are required to pay and have a significant adverse affect on our future results of operations and net income. 
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We have a significant amount of deferred tax assets, a large portion of which related to the dissolution of an 
inactive subsidiary and the application of Internal Revenue Code Section 165(g). In connection with the 165(g), 
the Company has recorded an ordinary loss related to the dissolution of an inactive subsidiary. 


Related to the dissolution, the Company received a private letter ruling that relies on certain facts, 
assumptions and representations from management regarding the past conduct of the Company’s businesses and 
other matters. If any of these facts, assumptions or representations are determined to be incorrect, the Company 
may not be able to rely on the ruling and could be subject to significant tax liabilities in the event we utilize the 
related deferred tax assets. 


We distribute through intermediaries, and changes in key distribution relationships could reduce our 
revenues or increase our costs. 


Our primary source of distribution for our retail products is through intermediaries that include national, 
regional and independent broker-dealers, financial planners and registered investment advisors. Our success is 
highly dependent on access to these various distribution systems. There can be no assurance that we will be able 
to retain access to these channels at all or at similar pricing. The inability to have such access could have a 
material adverse effect on our business. 


In addition, these intermediaries generally offer their customers a significant array of investment products 
which are in addition to, and which compete with, our own investment products. The intermediaries or their 
customers may favor competing investment products over those we offer. To the extent that existing or future 
intermediaries prefer to do business with our competitors, the sales of our products as well as our market share, 
revenue and net income could decline. 


We and our third-party service providers rely on numerous technology systems, and a temporary business 
interruption or security breach could negatively impact our operations, operating expenses and earnings. 


Our technology systems are critical to our operations and any failure or interruption of those systems or of 
our operations, whether resulting from technology or infrastructure breakdowns, defects or external causes such 
as fire, natural disaster or power disruptions, could result in financial loss, impact our reputation, and affect our 
ability to do business. Although we have in place disaster recovery plans, we may experience temporary 
interruptions if a natural disaster or prolonged power outages were to occur which could have a material negative 
impact on operations. 


We and certain of our third-party vendors receive and store personal information as well as non-public 
business information. Although we and our third-party vendors take precautions to password protect and encrypt 
our networks, laptops and mobile electronic hardware, it may still be vulnerable to hacking or other unauthorized 
use. A breach of the systems or hardware could result in an unauthorized release of this type of data which may 
result in fines or penalties as well as other costly mitigation activities, and harm to our reputation. 


Our common stock has relatively limited trading volume, and ownership is concentrated with a small 
number of shareholders, which could increase the volatility in our stock trading and dramatically affect our 
share price. 


A large percentage of our stock is held by a limited number of shareholders. If our larger shareholders 
decide to liquidate their positions, it could cause significant fluctuation in the share price of our common stock. 
Public companies with a relatively concentrated level of institutional shareholders, such as we have, often have 
difficulty generating trading volume in their stock. This illiquidity and our size can result in relative price 
discounts as compared to industry peers or to the stock’s inherent value. It can also result in limited or no 
research analyst coverage, the absence of which may make it difficult for a company to establish and hold a 
market following. 
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We have certain intangible assets, which could become impaired and have an adverse impact on our results 
of operations. 


At December 31, 2011, the Company had total assets of $286.4 million, which included $56.9 million of 
goodwill and other net intangible assets. We cannot be certain that we will ever realize the value of such 
intangible assets. It could be necessary to recognize impairment of these assets should we experience significant 
decreases in assets under management, the termination of one or more material investment management contracts 
or material outflows if clients withdraw their assets following the departure of a key employee or for any other 
reasons. 


We may need to raise additional capital or refinance existing debt in the future, and resources may not be 
available to us in sufficient amounts or on acceptable terms. 


Our ability to meet the future cash needs of the Company is dependent upon our ability to generate cash or 
obtain financing. Although the Company has been successful in generating sufficient cash in the past, it may not 
be successful in the future. We may need to raise additional capital to fund current operations or new business 
initiatives, or refinance existing debt, and financing may not be available to us in sufficient amounts, on 
acceptable terms, or at all. Our ability to access capital markets efficiently depends on a number of factors, 
including the state of credit and equity markets, interest rates, credit spreads and our credit ratings. If we are 
unable to access capital markets to issue new debt, refinance existing debt or sell shares of our common stock as 
needed, or if we are unable to obtain such financing on acceptable terms, our business could be adversely 
impacted. 


Our shareholder rights plan could be interpreted to discourage takeovers and business combinations that 
our stockholders might consider to be in their best interests. 


Under our stockholders’ rights agreement, if any person or group, acquires, or begins a tender or exchange 
offer that could result in acquiring 15% or more of our common stock, or, in the case of BMO, any additional 
shares, without approval by our board under specified circumstances, our other stockholders will have the right to 
purchase shares of our common stock, or shares of the acquiring company, at a substantial discount to the public 
market price. In addition, provisions of Section 203 of the Delaware General Corporation Law also restrict 
certain business combinations with interested stockholders. The Delaware General Corporation Law and our 
stockholders’ rights agreement may discourage takeovers and business combinations that our stockholders might 
consider to be in their best interests. 
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SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS 


This Annual Report contains statements, including under the captions “Business,” “Risk Factors,” and 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” that are, or may be 
considered to be, forward-looking statements within the meaning of The Private Securities Litigation Reform Act 
of 1995, as amended, Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Exchange 
Act. All statements that are not historical facts, including statements about our beliefs or expectations, are 
forward-looking statements. These statements may be identified by such forward-looking terminology as 
“expect,” “estimate,” “plan,” “intend,” “believe,” “anticipate,” “may,” “should,” “could,” “continue,” “project” 
or similar statements or variations of such terms and relate to, among other things: 


29 66 99 66. 99 66 


e The expected impact of pending legal and regulatory matters. 


e Our future capital requirements, the anticipated uses of our cash and the sufficiency of our cash 
resources. 


Our forward-looking statements are based on a series of expectations, assumptions and projections about our 
Company, are not guarantees of future results or performance, and involve substantial risks and uncertainty, 
including assumptions and projections concerning our assets under management, net cash inflows and outflows, 
operating cash flows, and future credit facilities, for all forward periods. All of our forward-looking statements 
contained in this Annual Report are as of the date of this Annual Report only. 


The Company can give no assurance that such expectations or forward-looking statements will prove to be 
correct. Actual results may differ materially. The Company does not undertake or plan to update or revise any 
such forward-looking statements to reflect actual results, changes in plans, assumptions, estimates or projections, 
or other circumstances occurring after the date of this Annual Report, even if such results, changes or 
circumstances make it clear that any forward-looking information will not be realized. If there are any future 
public statements or disclosures by us which modify or impact any of the forward-looking statements contained 
in or accompanying this Annual Report, such statements or disclosures will be deemed to modify or supersede 
such statements in this Annual Report. 


Our business and our forward-looking statements involve substantial known and unknown risks and 
uncertainties, including those discussed under “Risk Factors,” and “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” in this Annual Report, as well as the following risks and 
uncertainties: (a) the effects of changes and volatility in political, economic or industry conditions, the interest 
rate environment, or financial and capital markets; (b) any poor relative investment performance of our asset 
management strategies and any resulting outflows of assets; (c) mutual fund sales in any period may be through a 
limited number of financial intermediaries, from a limited number of investment strategies, and impacted by 
relative performance and the breadth and type of investment products we offer; (d) any lack of availability of 
additional and/or replacement financing, as may be needed, on satisfactory terms or at all; (e) any inadequate 
performance of third-party relationships; (f) the withdrawal of assets from under our management; (g) our ability 
to attract and retain key personnel in a competitive environment; (h) the ability of independent trustees of our 
mutual funds and closed-end funds, and other clients, to terminate their relationships with us; (i) the possibility 
that our goodwill or intangible assets could become impaired, requiring a charge to earnings; (j) the competition 
we face in our business, including competition related to investment products and fees; (k) potential adverse 
regulatory and legal developments; (1) the difficulty of detecting misconduct by our employees, sub-advisors and 
distribution partners; (m) changes in accounting or regulatory standards or rules, including the impact of 
proposed rules which may be promulgated relating to Rule 12b-1 fees; (n) the ability to satisfy the financial 
covenants under existing debt agreements; and (0) certain other risks and uncertainties described in this Annual 
Report or in any of our other filings with the SEC, which are available on our website at www.virtus.com under 
“Investor Relations.” 
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An occurrence of, or any material adverse change in, one or more of the risk factors or risks and 
uncertainties referred to in this Annual Report or included in our other periodic reports filed with the SEC could 
materially and adversely affect our operations, financial results, cash flows, prospects, and liquidity. You are 
urged to carefully consider all such factors. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


Our principal offices are located at 100 Pearl St., Hartford, CT 06103 and our customer support call center is 
located in Greenfield, Massachusetts. In addition, we lease office space in Illinois, California, Connecticut and 
New York. We believe our office facilities are suitable and adequate for our business as it is presently conducted. 
Given the service nature of our business and the fact that we do not own real property, we do not anticipate that 
compliance with federal, state and local provisions regarding the discharge of materials into the environment, or 
otherwise relating to the protection of the environment, will have a material effect upon our capital expenditures, 
revenue or competitive position. 


Item 3. Legal Proceedings. 


The Company is regularly involved in litigation and arbitration as well as examinations, inquiries, and 
investigations by various regulatory bodies, including the SEC, involving our compliance with, among other 
things, securities laws, client investment guidelines, laws governing the activities of broker-dealers and other 
laws and regulations affecting our products and other activities. Legal and regulatory matters of this nature may 
involve activities as an employer, issuer of securities, investor, investment advisor, broker-dealer or taxpayer. 
The Company believes that the outcomes of its legal or regulatory matters are not likely, either individually or in 
the aggregate, to have a material adverse effect on its consolidated financial condition as of December 31, 2011. 
However, it is not feasible to predict the ultimate outcome of all legal claims or matters or in certain instances 
provide reasonable ranges of potential losses. In the event of unexpected subsequent developments and given the 
inherent unpredictability of these legal and regulatory matters, there can be no assurance that our assessment of 
any claim, dispute, regulatory examination or investigation or other legal matter will reflect the ultimate outcome 
and an adverse outcome in certain matters could, from time to time, have a material adverse effect on the 
Company’s results of operations or cash flows in particular quarterly or annual periods. 


Item 4. Mine Safety Disclosures 


Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 
The Company’s common stock is traded on the NASDAQ Global Market under the trading symbol 
“VRTS.” As of February 16, 2012, we had 7,702,447 shares of our common stock outstanding that were held by 


approximately 110,835 holders of record. The table below sets forth the quarterly high and low sales prices of 
our common stock on the NASDAQ Global Market for each quarter in the last two fiscal years. 


Year Ended Year Ended 
December 31, 2011 December 31, 2010 
Quarter Ended High Low High Low 
First Quarter 2.0.2... .... 00000005 $62.30 $43.26 $ 21.61 $ 15.79 
Second Quarter ..............005. $61.60 $49.79 $ 2499 §$ 18.56 
Third' Quarter <2 css4¢ 340 608do0408 $80.95 $50.10 $31.645 $ 17.89 
Fourth Quarter ...............005. $79.48 $50.36 $50.12 $29.835 


We have not declared a cash dividend on our common stock with respect to the periods presented. We 
currently do not have any plans to pay cash dividends on our common stock. The payment of any dividends on 
our common stock and the amount thereof will be determined by the board of directors depending upon, among 
other factors, the Company’s earnings, operations, financial condition, capital requirements, and general business 
outlook at the time payment is considered. Additionally, our ability to pay common stock dividends is limited 
under the terms of our Credit Facility, as described further in “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations—Liquidity and Capital Resources.” 


The holders of our Series B were entitled to receive quarterly dividends, when and if declared by our board of 
directors, equal to 8.0% per annum of the stated value of the Series B, before any dividends were declared or paid 
upon any equity securities of the Company that ranked junior to the Series B with respect to payment of dividends 
or rights upon liquidation. Subject to certain limitations, these dividends were to be paid either in cash or additional 
shares of our Series B, at the discretion of the Company and, in the case of payment of any dividend in the form of 
additional shares, subject to the approval of additional authorized Series B shares by the Series B holders. In 
addition, the holders of our Series B were entitled to share in any dividends paid on shares of our common stock on 
a pro rata basis with the holders of our common stock. On January 27, April 28 and July 28, 2011, the board of 
directors declared cash dividends on our Series B for the three months ended December 31, 2010, March 31, 2011 
and June 30, 2011, respectively, of $0.7 million in each quarter, which we paid in March 2011, June 2011 and 
September 2011, respectively. On October 27, 2011, the Company entered into an agreement with BMO, the holder 
of the Series B, to convert all 35,217 outstanding shares of Series B into 1,349,300 shares of common stock, at the 
original conversion rate. In connection with this agreement, the Company made a special dividend payment of $8.1 
million on October 31, 2011, which included accrued dividends of $0.9 million. As of October 31, 2011, the Series 
B was no longer entitled to receive preferred dividends. In addition, BMO’s right to elect one director to our board 
of directors pursuant to the Series B Certificate of Designations has ceased and the current Series B director 
resigned effective October 31, 2011. BMO has agreed that to the extent its holdings of common stock exceed 24.0% 
of the outstanding common stock solely by reason of the repurchase or redemption of common stock by the 
Company, the excess shares will be subject to an irrevocable proxy in favor of the Company to be voted in the same 
proportion as the votes cast by all shareholders other than BMO. The Series B was converted to common shares on 
January 6, 2012. As a result of the conversion, all of the shares of Series B have been retired. 


Issuer Purchases of Equity Securities 


In the fourth quarter of 2010, the Company implemented a share repurchase program allowing for the 
repurchase of up to 350,000 shares of the Company’s common stock. Under the terms of the program, the Company 
may repurchase its common stock from time to time in its discretion through open market repurchases and/or 
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privately negotiated transactions, depending on price and prevailing market and business conditions. The program is 
intended to return capital to shareholders and to generally offset shares issued under equity-based plans. The program 
may be suspended or terminated at any time and the authorization for the program expires three years from inception. 


During the year ended December 31, 2011, we repurchased 135,000 shares of our common stock for $7.9 
million at an average price per share of $58.24 under the share repurchase program. No shares were repurchased 
during the three months ended December 31, 2011. As of December 31, 2011, approximately 195,000 shares 
remained authorized for future repurchases under this program. During the year ended December 31, 2011, we 
also repurchased 12,484 restricted stock units from employees for $0.7 million to cover tax withholdings from 
the vesting of these units. No restricted stock units were repurchased during the three months ended 
December 31, 2011. 
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Item 6. Selected Financial Data. 


The following table sets forth our selected consolidated financial and other data at the dates and for the 
periods indicated. The selected financial data should be read in conjunction with “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the 
notes thereto appearing elsewhere in this Annual Report. 


Years Ended December 31, 
($ in thousands) 2011 (1) 2010 (1) 2009 (1) 2008 (2) 2007 (2) 
Results of Operations (3) 
ReVenus? 55 Acc once eal Sahd sas dhe eee ee $ 204,652 $144,556 $117,152 $ 178,274 $226,217 
Goodwill and intangible asset impairments ....... N/A N/A N/A 559,264 301 
EXPe@MS@S: oicacislea ds da ining dad abd tae degaees 190,749 135,285 = 123,775 760,080 220,869 
Operating income (loss) ............00e eee eee 13,903 9,271 (6,623) (581,806) 5,348 
Income tax expense (benefit) (4) ................ (132,428) 513 121 (61,508) (5,950) 
Net income (loss)... 0.0... 0.0 c cece eee eee 145,420 9,642 (6,484) (529,088) (14,150) 
Earnings (loss) per share—basic (4) (5) .......... 17.98 0.87 (1.76) (91.75) (2.45) 
Earnings (loss) per share—diluted (4) (5) ......... 16.34 0.81 (1.76) (91.75) (2.45) 
As of December 31, 

~2011(1)——«-2010(1)_—=S—«2009(2) = 2008 (2) ~—=—=—«2007 (2), 
Balance Sheet Data (3) 
Cash and Cash Equivalents ................0005 $ 45,267 $ 43,948 $ 28,620 $ 51,056 $ 36,815 
Intangible assets, net ........ 0... eee eee eee ee 52,096 52,977 54,844 60,985 208,176 
GOOdWIL oa dcieedeaeh ead seed Sethe teh Sohekedodad 4,795 4,795 4,795 4,795 454,369 
Total assets . 0... ee eee 286,379 148,911 134,023 159,009 =752,163 
Accrued compensation and benefits ............. 31,171 19,245 14,707 22,867 34,115 
Eong=term debt (6)! sic iscaceseoalecs ely dhacecoce aiasaa ie Bae 15,000 15,000 15,000 20,000 42,019 
Total Wabilities....cc6. ccc pdt aetna ts oS ae Greens 68,007 64,720 58,393 77,377 ~~ 127,236 
Convertible preferred stock (7) ...............-. 35,217 35,921 45,900 45,000 — 
Total stockholders’ equity ................00000. 183,155 48,270 29,730 36,632 624,927 
Working capital (8) .......... 00.0.0 e eee eee ee 45,938 44,206 32,120 33,175 (3,211) 

As of December 31, 
2011 2010 2009 2008 (9) 2007 (9) 

($ in millions) 
Assets Under Management (3) 
Total assets under management ................. $ 34,588 $ 29,473 $ 25,440 $ 36,587 $ 55,545 


(1) Derived from audited consolidated financial statements included elsewhere in this Annual Report. 

(2) Derived from audited consolidated financial statements not included in this Annual Report. 

(3) Historical financial results included in the table above for the year ended December 31, 2008 and 2007 
reflect the inclusion of Goodwin in the Company’s consolidated results. 

(4) 2011 includes a tax benefit of $132.4 million primarily related to the release of a valuation allowance on 
certain deferred tax assets. 

(5) Following the spin-off from PNX, the Company had 5,772,076 common shares outstanding. This amount is 
being used to calculate the loss per share for the periods prior to the spin-off. The same number of shares 
has been used to calculate basic earnings per share and diluted earnings per share for all such periods as 
there were no shares of Virtus common stock publicly traded prior to December 31, 2008, and no Virtus 
options to purchase shares nor restricted stock units were outstanding prior to the spin-off. 

(6) All outstanding long-term debt on or prior to the spin-off on December 31, 2008 was due to either PNX or 
Phoenix Life Insurance Company, which had been a related party of the Company. 
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(7) 


(8) 
(9) 


On October 27, 2011, the Company entered into an agreement with the Series B preferred shareholders to 
convert 35,217 shares of Series B into 1,349,300 shares of common stock, at the original conversion rate. 
The Series B was converted to shares of Virtus common stock on January 6, 2012. As a result of the 
conversion, all of the preferred shares have been retired. 

Working capital is defined as current assets less current liabilities. 

Assets under management for the years ended December 31, 2008 and 2007 included $13,951 million and 
$15,128 million, respectively, related to Goodwin, which was part of the Company prior to the spin-off. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Overview 
Our Business 


We are a provider of investment management products and services to individuals and institutions. We 
operate a multi-manager investment management business, comprised of affiliated managers and unaffiliated 
sub-advisors, each having its own distinct investment style, autonomous investment process and brand. We 
believe our customers value this approach, especially institutional customers who appreciate individual managers 
with distinctive cultures and styles. 


Investors have an array of needs driven by factors such as market conditions, risk tolerance and investment 
goals. A key element of our business is offering a variety of investment styles and multiple disciplines to meet 
those needs. To that end, for our mutual funds, we supplement the investment capabilities of our affiliated 
managers with those of select unaffiliated sub-advisors. We do that by partnering with unaffiliated sub-advisors 
whose strategies we believe appeal to investors and are not typically available to retail mutual fund customers. 


We provide our products in a number of forms and through multiple distribution channels. Our retail 
products include open-end mutual funds, closed-end funds, variable insurance funds and separately managed 
accounts. Our fund family of open-end funds is distributed primarily through intermediaries. Our closed-end 
funds trade on the New York Stock Exchange. Our variable insurance trust provides investment options in 
variable annuities and life insurance products distributed by third-party insurance companies. Retail separately 
managed accounts are comprised of intermediary programs, sponsored and distributed by unaffiliated brokerage 
firms, and private client accounts, which are offerings to the high net-worth clients of our affiliated managers. 
We also manage institutional accounts for corporations, multi-employer retirement funds, public employee 
retirement systems, foundations and endowments and special purpose funds. Our earnings are primarily driven 
by asset-based investment management fees charged on these various products. These fees are based on a 
percentage of assets under management and are calculated using daily or weekly average assets or assets at the 
end of the preceding quarter. 


Market Developments 


The year ended December 31, 2011 marked a year of volatile markets. The global equity market overall was 
down for 2011, as evidenced by the MSCI World Index ending the year at 1,183 as compared to 1,280 from the 
start of the year. The major U.S. equity indexes remained relatively flat for 2011 amid concerns about 
unemployment, economic growth and fears surrounding the downgrade of the U.S. Treasury debt rating and 
concerns over European sovereign debt. The Dow Jones Industrial Average ended the year at 12,218, from 
11,578 at the beginning of the year, while the Standard & Poor’s 500 Index closed out 2011 at 1,257, the same as 
the beginning of the year. 


Changes in our assets under management are driven in great part by the performance of the equity markets. 
The financial markets have experienced a period of significant volatility over the past five years, which impacted 
asset flows and the value of our assets under management. The capital and financial markets could experience 
further fluctuation and volatility, which could impact relative investment returns and asset flows among 
investment products as well as investor choices and preferences among investment products, including equity, 
fixed income and alternative products. Uncertainties remain about the long-term nature of the economic 
recovery. The inconsistent nature of the recovery, and the possibility that further economic gains could be 
disrupted by local or global events such as adverse changes in interest rates, significant shifts in commodity 
supplies or prices, political unrest, or even government initiatives, could adversely impact interest in our 
investment products and services and, consequently, revenue and earnings. 
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Financial Highlights 


Total sales of $11.2 billion, an increase of 92.9% from total sales of $5.8 billion in 2010, driven by higher 
long-term open-end mutual fund sales and the launch of a closed-end fund. Total sales and net flows exclude 
flows to cash management and structured products. Additional financial highlights include: 


¢ Long-term open-end mutual fund sales were $9.5 billion in 2011 an increase of 109.2 % from $4.5 
billion in 2010. Long-term open-end mutual fund sales remained relatively balanced among asset 
strategies, and in 2011 39.9% of sales were in domestic equity funds; 33.5% in fixed income strategies; 
and 26.6% in international equity funds. 


¢ In 2011, we launched the Duff & Phelps Global Utility Income Fund Inc. (NYSE:DPG), a new 
closed-end fund managed by Duff & Phelps Investment Management Co., an affiliated manager. The 
fund added $1.0 billion in assets under management and invests in domestic and foreign utility 
companies in the electric, gas, water, telecommunications, and midstream energy sectors. 


e In 2011, we established the Newfleet Multi-Sector Fixed Income Strategies portfolio management team 
by hiring the investment professionals who previously managed $5.2 billion of assets for the Company 
through a sub-advisory relationship. 


¢ Net flows of $5.2 billion for 2011, primarily from long-term open-end mutual fund sales contributed to 
an increase of $5.1 billion or 17.4% in assets under management to $34.6 billion at December 31, 2011 
from $29.5 billion at December 31, 2010. For the year ended December 31, 2011 redemptions 
increased $1.7 billion as compared with the same periods in 2010, consistent with industry-wide trends 
in redemptions during 2011. 


¢ Total revenue was $204.7 million in 2011, an increase of 41.6% from $144.6 million 2010. Investment 
management fees increased 37.8% in 2011 to $135.1 million from $98.0 million in 2010. Total revenue 
increased in 2011 compared to prior year as a result of increased mutual fund revenue related to higher 
average assets under management, an increase in average fees earned and the impact of the new 
affiliated Newfleet Multi-Sector portfolio management team. 


Assets Under Management 


Assets under management increased 17.4% to $34.6 billion at December 31, 2011 from $29.5 billion at 
December 31, 2010. The increase in assets under management was driven primarily by positive net flows of $5.2 
billion, market appreciation of $0.8 billion offset primarily by a decrease in cash management assets of $0.9 
million. Positive net flows of $5.2 billion in 2011 were primarily due to strong sales of long-term open-end 
mutual funds and the launch of the new closed-end fund managed by Duff & Phelps Investment Management 
Co., which added $1.0 billion in assets. The best selling open-end mutual fund, Virtus Premium AlphaSector™ 
Fund, represented 29.0% of long-term open-end mutual fund sales for 2011, compared to 2010 when the largest 
selling open-end mutual fund, Virtus Multi-Sector Short Term Bond Fund, represented 39.1% of long-term 
open-end mutual fund sales. 


During 2011, the Company’s equity assets increased to 54.9% of total assets under management compared 
with 48.9% in 2010. Fixed income assets represented 38.1% of total assets under management at December 31, 
2011, compared with 39.9% at the end of 2010, and cash management assets declined to 7.0% of total assets 
under management at the end of 2011 from 11.2% at December 31, 2010. 


Operating Results 


In 2011, total revenue increased 41.6% to $204.7 million from $144.6 million in 2010. Revenues increased 
in 2011 as compared with 2010 primarily as a result of increased mutual fund revenue and the full year impact 
from the fourth quarter 2010 addition of the Virtus Variable Insurance Trust. Average assets under management, 
which corresponds to the Company’s fee-earning asset levels, was $33.0 billion for the year ended December 31, 
2011, an improvement of 24.7% from $26.5 billion for the year ended December 31, 2010. Operating income 
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improved by 50.0% from $9.3 million in 2010 to $13.9 million in 2011 primarily due to increased revenues 
driven by higher levels of average fee earning assets under management, offset by $10.8 million in costs related 
to the launch of the new closed-end fund, Duff & Phelps Global Utility Income Fund Inc., and $8.2 million in 
additional employment expenses related to the addition of the Newfleet Multi-Sector portfolio management team 
and a continued expense discipline that allowed the Company to improve profitability in spite of the increased 
variable expenses that come with the growing levels of sales achieved by the Company in 2011. 


Assets Under Management by Product 


The following table presents our assets under management by product for the periods indicated: 


As of December 31, 
2011 2010 2009 

($ in millions) 
Retail Assets 
Mutual fund assets 

Long-term open-end funds ................ $16,896.6  $11,801.3 $ 8,902.2 

Long-term closed-end funds ............... 5,675.6 4,321.1 4,256.9 

Money market open-end funds ............. 2,294.8 2,915.5 3,930.6 
Total mutual fund assets .................0000. 24,867.0 19,037.9 17,089.7 
Variable Insurance Funds (1) ........0 0000 e ee 1,308.6 1,538.5 — 
Separately managed accounts 

Intermediary sponsored programs ........... 1,991.6 1,893.5 1,661.3 

Private client accounts ................000. 1,942.2 1,939.5 1,890.5 
Total managed account assets ...............00- 3,933.8 3,833.0 3,551.8 
Total retail assets 30,109.4 24,409.4 20,641.5 
Institutional assets 

Institutional accounts ................0005 3,453.4 4,087.7 3,929.8 

Structured finance products ................ 1,024.8 976.2 868.4 
Total institutional assets ..................... 4,478.2 5,063.9 4,798.2 
Total: AUML « «0606550 eo see sb hare e bested as eRe S $34,587.6  $29,473.3 $25,439.7 
Average AUM ............ 0000 c cece eens $32,995.6 $26,456.6  $23,235.0 


(1) Following a transaction with a third-party VIT, Virtus became the advisor and distributor to $1.5 billion of 
variable insurance funds. The Company previously acted as the sub-advisor to institutional mandates with a 
third-party VIT representing $0.3 billion, which was included in Institutional assets as of December 31, 
2009. As of December 31, 2011 and 2010, $0.3 billion and $0.7 billion of variable insurance funds were 
sub-advised by external managers, respectively. 
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Asset Flows by Product 


The following table summarizes our asset flows by product for the periods indicated: 


($ in millions) 


Retail Products 
Mutual Funds-Long-term Open-end 


Beginning balance ..................0.004. 
INFLOWS o's .c.ci¢-cnn Sg ea tata de eal eae eee es 


INGE TIOWS? 5,5 inn eur av shartuiecdseravain teaeiace aise) auiesin tient 
Market appreciation. .................0000. 
OSD), faces tet teers Ravana eae noe ey nga are rant 


Ending balance ......................04. 


Mutual Funds—Long-term Closed-end 
Bépinning balance a,c ena nce Guieancewn 
DELO WS a sosuircia. steer tesien ciara cess daoeceunscaat anvnca eens 


INGETOWS: carcat ec tond tect taeda eee aeadee se 
Market appreciation. 1. i.c.cc6 ccc d nance 
Other) scdiwkdong bv ca caw ed ee face oleae anew 


Ending balance ....................0.04. 


Mutual Funds—Money Market ............ 
Begsinning balance: .4 is caccacceneea dv ewan oe 
Othe). nieceicees dae wsietn eed acres eauwteeeierd anered 


Ending balance .....................004. 


Variable Insurance Funds (2) 


Beginning balance. 60. ee cs ce oe eee ee cee 
TPlOWS i. ss rscauece en wert acheles aie eae MGR Sea BAER a etl 


Net HOWS-s0 8 304.00b04 bee eaehios aa emacs 4 


Market appreciation. .................0.00. 
OTL) occ pemnstnceaitram Bata tres ask cee abteetetaheta le 


Ending balance ......................04. 


Separately Managed Accounts 


Beginning balance ..................00000. 
IDGlOWS's d.2.8i aiden tihng da ae deomte susan 


Net fOWS ors 5.005 8 Rete ek ond Mines BAY we 


Market appreciation. i. i.0..s660 screen eens 
OU) i cigcrn Send ede mae ees Sas tek dla 


Ending balance ......................04. 


Institutional Products (3) 


Beginning balance 2.660.608 cnet eee ews 
TRPLOWS cases. sae ennici ta easier Seong Aoetene we Gphe Rae 


Net POWS? ss 50--a.suneaceded oaie es aon auea angen aides 


Market appreciation. ................00000. 
OTS): sae Bards mupiecanene tian muranceate 


Ending balance .....................004. 


Total 


Beginning balance ..................00000. 
ANELOWS6 sisi io: sienna aiurancincmrsiplecs suelsneG auhessieseion 


NetilOws: 3.20 chcnaien ta acin adem melee 
Market appreciation ..................0000. 
OU): M5 ce ceey ceneryard ogee sae Gee ade s 


Ending balance ......................04. 


Years Ended December 31, 


2011 


2010 


2009 


$11,801.2 $ 8,902.2 $ 6,753.1 


Se Lei oad ads ote ae eee 94784 4530.0 27761 
eiecupiein cespatcumatwieasmeeenaate (4,424.0) (2,868.6) (2,250.6) 
€ ra Seepteysesiastes de sin aaastaidiacis ne 50544 1,661.4 525.5 
Se niE MRenunnIEne 181.1 1347.5 1,736.9 
a Se econ Pence (140.1) (109.9) (113.3) 
Fa fap tts see c as tester gactaresten $16,896.6 $11,801.2 $ 8,902.2 
guste deaalulcieda anioeatdacuuecue: $ 4321.2 $ 4,256.9 $ 3,991.2 
seine. etc sre tie, Ace dees 817.1 _ _ 

Pas Behe a acest eedeadtan ese 817.1 = = 

ett pucin ee etnomen 166.6 64.3 265.8 
Lue ieee eke ee aes 370.7 = (0.1) 
s sdachisie en atic itican ation asestent ae $ 5,675.6 $ 4,321.2 $ 4,256.9 
 (ibubininévitridvaktrdcavtixiac:, §2OUS § 30306. 6 46540 
ie Lut aun notice seus hecaduenen (620.7) (1,015.1) (723.4) 
brucuineaiteasucae Buaataedewkoes $ 2,294.8 $ 2,915.5 $ 3,930.6 
iho fadeveaea Ae hecany see nidis ices $ 15335 $ — $ — 

Aes oh ane eset scaihisee infecheedaltgh tele 25.8 47 = 

saisceaudin sae cecesuteasu eiamesate (267.8) (76.0) = 

ee ee eae ee (242.0) (71.3) = 

side siete RE isloshs exactions paewnatiea sas ILI 65.9 = 

Sarthe oes eign ae a PRA LO 1,543.9 = 

bestdiddceecest Cais Satotien clnvewteunet $ 1,308.6 $1,5385 $  — 

c pueldas sec eoe tid essa eos $ 3,833.0 $ 3,551.8 $ 3,0743 
ced tetera diet: ating oa stipe dues 733.5 539.0 7613 
" Gkeelsh ey inte aeee old aarti (779.5) (672.5) (865.2) 
spider cute Maatade tate cdaveiicenat (46.0) (133.5) (103.9) 
is orendas «si tanenecathaanieennane 197.0 437.5 573.3 
sess it hte ees ee castes ok (50.2) (22.8) 8.1 
a ciaeehad eetetaade wine c does be cs $ 3,933.8 $ 3,833.0 $ 3,551.8 
doueeioitedacicalve cat wueddas tastes $ 5,063.9 $ 4,798.2 $ 4,163.8 
5 cal acet iat oeemananiedienen 169.0 745.4 322.8 
Seebeck cieias ed e (544.3) (690.1) (630.0) 
supdiehan then tiersia audhreeseetl (375.3) 55.3. (307.2) 
sata netshcs telat akeks ogee een eee 240.3 483.4 409.1 
Aide AP dedi Ata aa dated (450.7) (273.0) 532.5 
bassay eyesnt leeshala Ac uctemenua guess $ 4,478.2 $ 5,063.9 $ 4,798.2 
sGunetiin od dtitetone sas aitteeatiteiwse tna $29,473.3 $25,439.7  $22,636.4 
ee ie Oana ak baa 11.2238 5819.1 3,860.2 
scuescut cath tna dusted oe ateeate tocol (6,015.6) (4.3072) (3,745.8) 
Aachen sede dow iessceid ta ees 5,208.2 1,511.9 1144 
Se eB ead tsadee apie een 796.1 23986 2,985.1 
s aot tient tniems desioucnaaeeh i cco te pacts (890.0) 123.1 (296.2) 
saree eobhansastindh dei anne asia acute $34,587.6 $29,473.3 $25,439.7 


(1) Comprised of mutual fund distributions, net flows of cash management strategies, market appreciation (depreciation) on 
structured products, and net flows from non-sales related activities such as asset acquisitions/ (dispositions) and the impact of 
leverage on assets under management. 

(2) Following a transaction with a third-party VIT, Virtus became the advisor and distributor to $1.5 billion of variable insurance 
funds. The Company previously acted as the sub-advisor to institutional mandates with a third-party VIT representing $0.3 
billion, which was included in Institutional assets as of December 31, 2009. As of December 31, 2011 and 2010, $0.3 billion and 
$0.7 billion of variable insurance funds were sub-advised by external managers, respectively. 

(3) Institutional Products consists of Institutional Accounts and Structured Products. Prior period presentations included separate 
rollforwards for Institutional Accounts and Structured Products. 


Assets Under Management by Asset Class 


The following table summarizes our assets under management by asset class: 


As of December 31, 
($ in millions) 2011 2010 2009 
Asset Class 
BQUILY. .2ct4dheseteiw we deed enews $18,978.5 $14,403.4 $11,546.7 
Fixed income ...... 0.0... 00. e eee eee 13,187.9 11,752.5 9,482.9 
Cash management ................-0-00005 2,421.2 3,317.4 4,410.1 
WOtal ice ps ek ca ec doe ols SERA, RRR ee $34,587.6  $29,473.3 $25,439.7 


Year ended December 31, 2011 compared to year ended December 31, 2010. At December 31, 2011, we 
managed $34.6 billion in total assets representing an increase of $5.1 billion or 17.4% from the $29.5 billion 
managed at December 31, 2010. The increase in assets under management for the year ended December 31, 2011 
was due primarily to overall positive net flows of $5.2 billion. The positive net flows were primarily the result of 
strong sales of long-term open-end mutual fund products and the launch of the Duff & Phelps Global Utility 
Income Fund closed-end fund. Market appreciation and redemptions for assets under management for the year 
ended December 31, 2011 were consistent with the uncertainty of the security markets during the same period. 
Cash management assets declined for the year ended December 31, 2011 due to redemptions of cash 
management institutional mandates and as investors continued to shift assets out of these products due to 
historically low interest rates. 


Year ended December 31, 2010 compared to year ended December 31, 2009. At December 31, 2010, we 
managed $29.5 billion in total assets representing an increase of $4.1 billion or 15.9% from the $25.4 billion 
managed at December 31, 2009. The increase in assets under management for the year ended December 31, 2010 
was due primarily to market appreciation of $2.4 billion, overall positive net flows of $1.5 billion and completion 
of a strategic initiative with the establishment of the Virtus Variable Insurance Trust, representing $1.2 billion in 
additional assets. The positive net flows were primarily the result of strong sales of long-term open-end mutual 
fund products. Market appreciation for assets under management for the year ended December 31, 2010 was 
consistent with the improving performance of the securities markets during the same period. Cash management 
assets declined for the year ended December 31, 2010 as investors continued to shift assets out of these products 
due to historically low interest rates. 
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Average Fee Earning Assets Under Management and Average Basis Points 


The following table summarizes average fee earning assets under management and average management fee 
basis points: 


As of December 31, 
Average Fees Earned Average Fee Earning Assets 
(expressed in BPs) ($ in millions) 

2011 2010 2009 2011 2010 2009 
Products 
Mutual Funds—Long-term Open-End (2) ........... 46 40 39 = $14,799.0 $10,187.0 $ 7,523.7 
Mutual Funds—Closed-End (2) ...............0005 54 53 53 4,851.7 4,195.3 3,935.1 
Mutual Funds—Money Market (1) ..............-. 4 5 5 2,516.1 2,990.1 4,234.6 
Variable Insurance Funds (2) ...............00000- 42 455 — 1,447.0 237.7 — 
Separately Managed Accounts .................... 49 48 48 3,905.3 3,568.0 3,069.3 
Institutional Products .......... 0.0.0... 0 cc eee eee 27 30 28 5,476.5 5,278.5 4,472.3 

All Products ............0.0 0000 cece eee 41 37 34 $32,995.6 $26,456.6 $23,235.0 


(1) Average fees earned are net of non-affiliated sub-advisory fees. 
(2) Average fees earned are net of non-affiliated sub-advisory fees and fund reimbursements. 


The average fee earning assets under management and average fees earned expressed in basis points 
presented in the table are intended to provide information in the analysis of our asset-based revenue. Money 
market, long-term open-end mutual fund and variable insurance fund fees are calculated based on average daily 
net assets. Average fees earned will vary based on several factors, including the asset mix and fund 
reimbursements. Separately managed account fees are generally calculated based on the end of the preceding 
quarter’s asset values. Institutional product fees are calculated based on an average of month-end balances. 
Structured finance product fees, which are included in institutional products, are calculated based on a 
combination of the underlying cash flows and the principal value of the product. 


Our average fees earned increased for the year ended December 31, 2011 compared to the corresponding 
period in the prior year as sales from equity products, which are reflected in long-term mutual funds and which 
have higher fees, increased in 2011 as they represented a higher percentage of our sales. Average fees earned on 
long-term mutual funds also increased due to the addition of the Newfleet Multi-Sector portfolio management 
team in 2011, and the corresponding elimination of the prior sub-advisory fees and the addition of the DPG 
closed-end fund. 
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Results of Operations 


Summary Financial Data 


Years Ended December 31, Increase/(Decrease) 

($ in thousands) 2011 2010 2009 2011 vs. 2010 2010 vs. 2009 
Results of Operations 
Investment management fees ................ $ 135,063 $ 97,996 $ 79,651 $ 37,067 $18,345 
Other TéVenue: :oc2-cine ee bga bbe bb- Ph eaede 69,589 46,560 37,501 23,029 9,059 
Total revenues .............. 0.000000 e eee 204,652 144,556 117,152 60,096 27,404 
Operating expenses ..................0..000. 186,731 130,363 116,704 56,368 13,659 
Intangible asset amortization ................ 4,018 4,922 7,071 (904) (2,149) 
Total expenses ............. 0.0.0.0 eee eae 190,749 = 135,285 = 123,775 55,464 11,510 
Operating income (loss) ................... 13,903 9,271 (6,623) 4,632 15,894 
Other income (expense) ............2 0000s (450) 1,208 1,420 (1,658) (212) 
Interest expense, net ....... 0... 0... eee ee eee (461) (324) (1,160) (137) 836 
Income (loss) before income taxes ........... 12,992 10,155 (6,363) 2,837 16,518 
Income tax expense (benefit) ................ (132,428) 513 121 (132,941) 392 
Net income (loss) ...............0 000 eee eee 145,420 9,642 (6,484) 135,778 16,126 
Preferred stockholder dividends .............. (9,482) (3,289) (3,760) (6,193) 471 
Allocation of earnings to preferred 

stockholders ...... 0.0.0.0 cece cece eens (24,260) (1,144) — (23,116) (1,144) 
Net income (loss) attributable to common 

stockholders ...............000 0c ceeeuee $ 111,678 $ 5,209 $(10,244) $ 106,469 $15,453 

Revenues 


Revenues by source for the years ended December 31, 2011, 2010 and 2009 were as follows: 


Years Ended December 31, Increase/(Decrease) 

($ in thousands) 2011 2010 2009 2011 vs. 2010 2010 vs. 2009 
Investment management fees 

Mutual funds ............. 0.0.00... c eee $ 95,176 $ 64,221 $ 52,143 $30,955 $12,078 
Separately managed accounts ................ 19,166 17,057 14,800 2,109 2,257 
Institutional accounts ................0000005 11,273 10,299 10,224 974 75 
Structured finance products ...............-.. 3,323 4,581 2,484 (1,258) 2,097 
Variable products. cig. ss tect ecptacaueveaiace ay elasts 6,125 1,838 — 4,287 1,838 
Total investment management fees .......... 135,063 97,996 79,651 37,067 18,345 
Distribution and service fees ............... 43,792 29,572 23,227 14,220 6,345 
Administration and transfer agent fees ....... 23,878 15,324 12,664 8,554 2,660 
Other income and fees..................... 1,919 1,664 1,610 255 54 
Total revenues ............... 0.000000 eee $204,652 $144,556 $117,152 $60,096 $27,404 
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Investment Management Fees 


Year ended December 31, 2011 compared to year ended December 31, 2010. Investment management fees 
are earned based on a percentage of assets under management, and are paid pursuant to the terms of the 
respective investment management contracts, which generally require monthly or quarterly payment. Investment 
management fees increased by $37.1 million or 37.8% for the year ended December 31, 2011 due to a 24.7% 
increase in average fee earning assets under management and an increase of approximately 4 basis points in 
average fees earned. The increase in average fee earning assets under management for the year ended 
December 31, 2011 was due primarily to overall positive net flows of $5.2 billion resulting from higher sales of 
long-term open-end mutual funds in 2011 and the launch of the DPG closed-end fund. Revenues increased at a 
higher rate than assets under management due to the increase in the average fee rate earned and the mix of assets. 
Cash management assets represented 7.0% of total assets under management at December 31, 2011 compared to 
11.2% at December 31, 2010. The increase in investment management fees were partially offset by higher fund 
expense reimbursements primarily driven by our variable insurance funds adopted in the fourth quarter of 2010. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Investment management fees 
increased $18.3 million or 23.0% for the year ended December 31, 2010 due to a 13.9% increase in average fee 
earning assets under management. The increase in average fee earning assets under management for the year 
ended December 31, 2010 was due primarily to market appreciation of $2.4 billion and overall positive net flows 
of $1.5 billion, primarily resulting from strong sales of long-term open-end mutual fund products. Revenues 
increased at a higher rate than assets under management due to a lower proportion of money market assets which 
have lower investment management fee rates than our other products, and a higher proportion of equity and fixed 
income assets. Money market assets represented 11.2% of total assets under management at December 31, 2010 
compared to 17.3% at December 31, 2009. Offsetting these increases were higher fund expense reimbursements 
resulting from a new fund administration agreement executed in April 2010. Also contributing to the increase 
were subordinated management fees recognized on structured finance products that could not be recognized in 
the year ended December 31, 2009 as the collateral being managed did not meet payment requirements at that 
time. 


Distribution and Service Fees 


Year ended December 31, 2011 compared to year ended December 31, 2010. Distribution and service fees, 
which are asset-based fees earned from open-end mutual funds and variable insurance funds, for distribution 
services we perform on their behalf, increased by $14.2 million or 48.1% for the year ended December 31, 2011 
as compared to the prior year due to higher assets under management. The increase in fees also resulted in a 
corresponding increase in trail commissions, which are a component of distribution expenses. Trail commissions 
represent asset-based payments to our distribution partners based on a percentage of our assets under 
management. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Distribution and service fees 
increased by $6.3 million or 27.3% for the year ended December 31, 2010 as compared to the prior year due to 
higher assets under management. The increase in fees also resulted in a corresponding increase in trail 
commissions. 


Administration and Transfer Agent Fees 


Year ended December 31, 2011 compared to year ended December 31, 2010. Administration and transfer 
agent fees represent fees earned for fund administration and transfer agent services from our open-end mutual 
funds, variable insurance funds and certain of our closed-end funds. Fund administration and transfer agent fees 
increased $8.6 million for the year ended December 31, 2011 as compared to the prior year due to higher average 
assets under management in our long-term open-end mutual funds and variable insurance funds in 2011 as 
compared to 2010. 


31 


Year ended December 31, 2010 compared to year ended December 31, 2009. Administration and transfer 
agent fees increased $2.7 million or 21.0% for the year ended December 31, 2010 as compared to the prior year. 
Fund administration fees for certain open-end mutual funds increased $0.7 million for the year ended 
December 31, 2010 as compared to the prior year due to changes in fund administration contracts discussed 
further below. Transfer agent fees, which are reported net of sub-transfer agent expenses, increased $2.0 million 
for the year ended December 31, 2010 as compared to the prior year due to higher average mutual fund assets 
under management. 


The Company uses outside service providers to perform certain functions related to fund administration and 
transfer agent services. Effective January 1, 2010, a new fund administration agreement was executed with our 
open-end mutual funds. Under the prior agreement, the fees, which covered all fund administration services, were 
paid directly to the Company by the funds and were recorded as revenue. A portion of the fees received by the 
Company were remitted to third-party service providers for services performed on behalf of the funds, and were 
recorded as a distribution and administration expense. As a result of the new agreement, the funds now directly 
contract for the third-party services and fees paid by the funds directly to the service providers are not reflected 
as either revenue or expenses of the Company, resulting in a decrease in revenues and a corresponding decrease 
in expenses in 2010 as compared to prior year periods. For the year ended December 31, 2009, $6.2 million of 
payments to third-party service providers were recorded as revenue and expense of the Company. In April 2010, 
an amendment to the fund administration agreement was executed with the open-end mutual funds that changed 
and increased the fee rates received by the Company. In connection with the amendment, the Company 
implemented additional expense caps that require the Company to reimburse funds for certain expenses that 
exceed defined thresholds, resulting in higher expense fee waivers for the year ended December 31, 2010 which 
are recorded as a reduction to investment management fees. 


Other Income and Fees 
Year ended December 31, 2011 compared to year ended December 31, 2010. Other income and fees 


increased $0.3 million primarily due to an increase in fees earned for the distribution of unaffiliated products. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Other income and fees 
increased $0.1 million primarily due to an increase in fees earned for the distribution of unaffiliated products. 


Operating Expenses 


Operating expenses by category were as follows: 


Years Ended December 31, Increase/(Decrease) 
($ in thousands) 2011 2010 2009 2011 vs. 2010 2010 vs. 2009 
Operating expenses 
Employment expenses ................-. $ 92,543 $ 65,234 $ 57,113 $27,309 $ 8,121 
Distribution and administrative expenses ... 60,176 33,205 29,939 26,971 3,266 
Other operating expenses ................ 32,004 30,289 28,550 1,715 1,739 
Restructuring and severance ............. 2,008 1,635 1,102 313 533 
Intangible asset amortization ............. 4,018 4,922 7,071 (904) (2,149) 
Total operating expenses ................... $190,749 $135,285 $123,775 $55,464 $11,510 


Employment Expenses 


Year ended December 31, 2011 compared to year ended December 31, 2010. Employment expenses 
primarily consist of fixed and variable compensation and related employee benefit costs. Employment expenses 
of $92.5 million increased $27.3 million or 41.9% as compared to the year ended December 31, 2010 primarily 
due to increases in variable compensation, both sales and profit-based, including $1.2 million of DPG sales costs 
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related to the launch of the new closed-end fund and $8.2 million of additional employment expenses in 2011 
related to the addition of the Newfleet Multi-Sector team. The increases in variable compensation are the result 
of higher sales and improved profitability and operating metrics in 2011 as compared to 2010. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Employment expenses of 
$65.2 million increased $8.1 million or 14.2% as compared to the year ended December 31, 2009 primarily due 
to increases in variable compensation, both sales and performance based. The increases in variable compensation 
are the result of higher sales and improved profitability and operating metrics in 2010 as compared to 2009. 


Distribution and Administrative Expenses 


Year ended December 31, 2011 compared to year ended December 31, 2010. Distribution and 
administrative expenses primarily consist of payments to financial advisers, broker-dealers and other third-parties 
for providing services to investors in our sponsored funds, including marketing support services. These payments 
are generally based on percentages of either assets under management or sales. These expenses also include the 
amortization of deferred sales commissions related to up-front commissions on shares sold without a front-end 
sales charge to shareholders. The deferred sales commissions are amortized over the periods in which 
commissions are generally recovered from distribution fee revenues and contingent sales charges received from 
shareholders of the funds upon redemption of their shares. Distribution and administrative expenses increased 
$27.0 million or 81.2% in the year ended December 31, 2011 as compared to the prior year. The increases were 
primarily due to closed-end fund structuring costs of $9.6 million incurred in connection with the launch of the 
DPG closed-end fund and increases to asset-based trail commissions paid to our distribution partners, which 
increased $6.8 million consistent with increases in our assets under management. Trail commissions are fees we 
pay to broker-dealers for providing sales, marketing and distribution services to investors of our mutual funds 
and are a component of distribution expenses. Also contributing to the increase were higher distribution and 
administrative expenses related to our variable insurance funds of $4.2 million as well as sales-based fees paid to 
third-party distribution partners which increased $6.3 million in the year ended December 31, 2011 due to higher 
sales. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Distribution and 
administrative expenses increased $3.3 million or 10.9% in the year ended December 31, 2010 as compared to 
the prior year. The increases were primarily attributable to asset-based trail commissions paid to our distribution 
partners which increased $2.8 million consistent with increases in our assets under management. Trail 
commissions are fees we pay to broker-dealers for providing sales, marketing and distribution services to 
investors of our mutual funds and are a component of distribution expenses. Also contributing to the increase 
were higher sales-based fees paid to third-party distribution partners which increased $2.8 million in the year 
ended December 31, 2010 due to higher sales. These increases were partially offset by decreased third-party 
service provider fees in 2010 compared to 2009 as these fees are no longer paid by the Company. As discussed 
further under the “Administration and Transfer Agent Fees” caption above, effective January 1, 2010, certain 
administration fees due to a third-party service provider are no longer reflected as revenue or expenses of the 
Company in 2010, resulting in a decrease in distribution and administration expenses compared to prior year 
periods. 


Other Operating Expenses 


Year ended December 31, 2011 compared to year ended December 31, 2010. Other operating expenses 
primarily consist of investment research costs, professional fees, travel and entertainment costs, rent and 
occupancy expenses and other miscellaneous costs. Other operating expenses increased $1.7 million or 5.7% to 
$32.0 million for the year ended December 31, 2011 as compared to $30.3 million in the prior year primarily due 
to operating expenses related to the addition of the Newfleet Multi-Sector team. The modest increase, despite 
larger increases in assets under management and sales in 2011 as compared to 2010, is a result of management’s 
continued efforts to control fixed operating costs. 
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Year ended December 31, 2010 compared to year ended December 31, 2009. Other operating expenses 
increased $1.7 million or 6.1% to $30.3 million for the year ended December 31, 2010 as compared to $28.6 
million in the prior year. The modest increase, despite larger increases in assets under management and sales in 
2010 as compared to 2009, is a result of management’s continued efforts to control fixed operating costs. 


Restructuring and Severance 


We incurred $2.0 million, $1.6 million and $1.1 million of restructuring and severance costs in 2011, 2010 
and 2009, respectively, resulting from staff reductions. 


Goodwill and Intangible Asset Impairment 


There were no goodwill or intangible asset impairments for the years ended December 31, 2011, 2010 and 
2009 as the estimated fair value of goodwill and intangible assets was substantially in excess of their carrying 
values. 


Intangible Asset Amortization 


Year ended December 31, 2011 compared to year ended December 31, 2010. Amortization expense of $4.0 
million for the year ended December 31, 2011 decreased from the prior year by $0.9 million or 18.4 % due toa 
number of intangible assets related to institutional contracts becoming fully amortized in the year ended 
December 31, 2011. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Amortization expense of $4.9 
million for the year ended December 31, 2010 decreased from the prior year by $2.1 million or 30.4 % due to a 
number of intangible assets related to institutional contracts becoming fully amortized in the year ended 
December 31, 2010. 


Other Income (Expense), net 


Year ended December 31, 2011 compared to year ended December 31, 2010. Other income (expense) 
decreased $1.7 million to expense of $0.5 million for the year ended December 31, 2011 due to decreases in the 
market value of trading securities. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Other income (expense) 
decreased $0.2 million to income of $1.2 million for the year ended December 31, 2010 due to decreases in the 
market value of trading securities. 


Interest Expense, net 


Year ended December 31, 2011 compared to year ended December 31, 2010. Interest expense, net is 
attributable primarily to our long-term debt and is reported net of interest and dividend income earned on cash 
equivalents and investments. Interest expense, net increased $0.1 million for the year ended December 31, 2011 
compared to the prior year. The increase in interest expense, net is due to lower interest and dividend income 
earned on our cash equivalents and investments offset by lower interest expense due to a lower average 
outstanding debt balance and a lower interest rate in 2011 compared to 2010 as a result of our debt refinancing 
during the third quarter of 2010. The effective interest rate of the Company’s outstanding long-term debt, 
inclusive of the amortization of deferred financing costs, was 4.28% as of December 31, 2011 as compared to 
4.43% as of December 31, 2010. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Interest expense decreased 


$0.8 million for the year ended December 31, 2010 compared to the prior year. The decrease in interest expense 
is due to a lower average outstanding debt balance and a lower interest rate in 2010 compared to 2009 as a result 
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of our debt refinancing during the third quarter of each of these years. The effective interest rate of the 
Company’s outstanding long-term debt, inclusive of the amortization of deferred financing costs, was 6.90% as 
of December 31, 2009. 


Income Tax Expense (Benefit) 


Year ended December 31, 2011 compared to year ended December 31, 2010. During 2011, the Company 
determined that recent historical operating results and projections of future income provided sufficient positive 
evidence to conclude that it is more likely than not that a substantial portion of its deferred tax assets would be 
realized. As a result, the Company released a valuation allowance of $174.5 million during the year ended 
December 31, 2011. Offsetting the valuation allowance release was $32.0 million related to the recording of an 
uncertain tax position and $4.0 million in deferred tax assets that were rendered not utilizable due to Internal 
Revenue Code Section 382, both related to the receipt of a private letter ruling in 2011 concerning the treatment 
of a loss related to the dissolution of an inactive subsidiary. Also offsetting the benefit of the valuation allowance 
release was $5.1 million of tax expense on current year operations. Our effective tax rate was (1,019.3%) for the 
year ended December 31, 2011 compared to 5.1% for the year ended December 31, 2010. The decrease in the 
effective tax rate in 2011 as compared to 2010 is primarily attributable to the partial release of the valuation 
allowance on certain deferred tax assets in 2011. The Company maintained a valuation allowance relating to 
deferred tax assets on items of a capital nature as well as certain state deferred tax assets where the Company 
determined that at the current level of projected taxable income the realization of such assets prior to statutory 
expiration continued to be less than more likely than not. 


Year ended December 31, 2010 compared to year ended December 31, 2009. Our effective tax rate was 
5.1% for the year ended December 31, 2010 compared to 1.9% for the year ended December 31, 2009. The 
increase in the effective tax rate is primarily due to year over year changes in the amount and allocation of 
income between the state jurisdictions in which we do business and file separate company income tax returns. 


Preferred Stockholder Dividends 


On January 27, April 28 and July 28, 2011, the board of directors of the Company declared cash dividends 
on our Series B for the three months ended December 31, 2010, March 31, 2011 and June 30, 2011, respectively 
of $0.7 million in each quarter, which we paid in March 2011, June 2011 and September 2011, respectively. On 
October 27, 2011, the Company entered into an agreement with BMO, the holder of the Series B, to convert all 
35,217 outstanding shares of Series B into 1,349,300 shares of common stock, at the original conversion rate. In 
connection with this agreement, the Company made a special dividend payment of $8.1 million, which included 
accrued dividends of $0.9 million. As of October 31, 2011, the Series B was no longer entitled to receive 
preferred dividends. Additionally, the Series B preferred shareholders relinquished their right to elect a Series B 
director to the Company’s board of directors. The Series B was converted to common shares on January 6, 2012. 
As a result of the conversion, all of the preferred shares have been retired. 


Effects of Inflation 


For the years ended December 31, 2011, 2010 and 2009, inflation did not have a material effect on our 
consolidated revenues or results of operations. 
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Liquidity and Capital Resources 
Certain Financial Data 


The following table summarizes certain key financial data relating to our liquidity and capital resources: 


As of December 31, 
($ in thousands) 2011 2010 2009 
Balance Sheet Data 
Cash and cash equivalents ........... 0.000000 eee $ 45,267 $43,948  §$ 28,620 
Marketable securities ........... 0.00 14,995 10,273 9,444 
Long-term notes payable and other debt ............. 15,000 15,000 15,000 
Convertible preferred stock (1) ................005. 35,217 35,921 45,900 
Working capital (2) a2 cs newesoe ra eeeiennes Maeda 45,938 44,206 32,120 
Years Ended December 31, 

~2000—~«<“‘«Ct=<C*«OD 
Cash Flow Data 
Provided by (used in) 
Operating ACHVIHES 24562442 cbaGae tages egake & $ 23,650 $22,144  $(11,650) 
Investing activities ... 0.0... eee eee eee eee (4,070) (1,860) (1,995) 
Financing activities ...... 0... ccc cee ete ees (18,261) (4,956) (8,791) 


(1) On August 6, 2010, the Company converted 9,783 shares of the Series B from BMO and dividends that had 
been accrued but not yet declared into 378,446 shares of common stock. On January 6, 2012, all 35,217 
outstanding shares of the Series B converted to 1,349,300 shares of common stock in connection with the 
conversion agreement entered into on October 27, 2011 between the Company and BMO, the holder of the 
outstanding Series B shares. As a result of the conversion, all of the preferred shares have been retired. 

(2) Working capital is defined as current assets less current liabilities. 


Capital Requirements 


Our short-term capital requirements, which we consider to be those capital requirements due within one 
year, include payment of annual incentive compensation, contingent consideration payments for our variable 
insurance fund investment management contracts and payment of interest on our Credit Facility. Incentive 
compensation, which is generally the Company’s largest annual operating cash payment, is paid in the first 
quarter of the year. The Company paid approximately $14.5 million in incentive compensation in the first quarter 
of 2011 related to incentives that were earned during the year ended December 31, 2010 and results would 
indicate that incentive compensation to be paid in the first quarter of 2012 will be higher as compared to what 
was paid in the first quarter of 2011 related to incentives that were earned during the year ended December 31, 
2010. Short-term capital requirements may also be affected by employee withholding tax payments related to net 
share settlement upon vesting of restricted stock units. The amount we pay in future periods will vary based on 
our stock price, the number of restricted stock units vesting during the period and whether we and our employees 
elect to satisfy withholding taxes through net share settlement. Approximately 360,000 restricted stock units are 
expected to vest by March and April of 2012. 


Future capital requirements include principal payments on our outstanding Credit Facility, which matures in 
September 2013, capital expenditures and other strategic initiatives. 


Uses of Capital 


We expect that our main uses of cash will be to (i) invest in our organic growth, including our distribution 
efforts or closed-end fund launches, (ii) seed new investment strategies and mutual funds to ensure a strong 
pipeline of future saleable products, (iii) fund ongoing and potential investments in our infrastructure to achieve 
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greater economies of scale and a more efficient overall cost structure (iv) acquire shares of our common stock 
and (v) invest in inorganic growth opportunities as they arise. 


We anticipate that our available cash, marketable securities and cash expected to be generated from 
operations will be sufficient to fund our expected cash operating requirements and other capital requirements in 
the short-term, which we consider to be the next twelve months. Our ability to meet our future cash needs will 
depend upon our future operating performance and the level and mix of assets under management, as well as 
general economic conditions. Current or unexpected events that could require additional liquidity may occur 
affecting our results of operations, access to financing and generation of cash. Should assets under management 
decline for any reason, revenues, operating income, net income and cash flow would be negatively impacted. If 
our revenues decline without a commensurate reduction in our expenses, our net income will be reduced. 


Capital and Reserve Requirements 


We have a subsidiary that is a broker-dealer registered with the SEC and is therefore subject to certain rules 
regarding minimum net capital, as defined by those rules. The subsidiary is required to maintain a ratio of 
“aggregate indebtedness” to “net capital,” as defined, which may not exceed 15 to 1 and must also maintain a 
minimum amount of net capital. Failure to meet these requirements could result in adverse consequences to us 
including additional reporting requirements, tighter ratios and business interruption. At December 31, 2011 and 
2010, the ratio of aggregate indebtedness to net capital of the broker-dealer was below the maximum allowed and 
our net capital was significantly in excess of that required. 


Balance Sheet 


Cash and cash equivalents consist of cash in banks and highly liquid money market mutual fund 
investments. Cash and cash equivalents typically increase in the second, third and fourth quarters of the year as 
we record, but do not pay, variable incentive compensation. Historically, annual incentives are paid in the first 
quarter of the year. Marketable securities consist primarily of highly liquid investments in our affiliated mutual 
funds. We provide capital to launch sponsored funds and incubate new investment strategies in their early stages 
of development. At December 31, 2011 and 2010, our long-term debt balance was $15.0 million. 


Operating Cash Flow 


Net cash provided by operating activities of $23.7 million for the year ended December 31, 2011 improved 
by $1.5 million from net cash provided by operating activities of $22.1 million in the prior year due primarily to 
the increase in net income related to the overall increases in revenue and operating income. Also contributing to 
the improvement was higher stock based compensation and amortization of deferred commissions related to 
increased sales of our funds, the change in realized and unrealized gains and losses on trading securities and 
higher accounts payable due to the timing of payments and accrued liabilities related to increased employee 
incentive compensation accruals. These increases were offset by the release of our previously recorded valuation 
allowance on certain deferred tax assets, increases in payments of deferred commissions, higher accounts 
receivable associated with the increased assets under management and increased purchases of trading securities. 


Net cash provided by operating activities of $22.1 million for the year ended December 31, 2010 improved 
by $33.8 million from net cash used in operating activities of $11.7 million in the prior year due primarily to the 
increase in our assets under management and revenues. Also contributing to the improvement was lower annual 
incentive payments in the first quarter of 2010 related to the year ended December 31, 2009 as compared to the 
prior year. 


Investing Cash Flow 


Net cash used in investing activities consists primarily of capital expenditures related to our business 
operations, the purchase of investment management contracts and reinvestment of dividends in our sponsored 
mutual funds that are classified as available-for-sale securities. Net cash used in investing activities of $4.1 
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million for the year ended December 31, 2011 increased by $2.2 million from net cash used in investing activities 
of $1.9 million in the prior year due primarily to the adoption of the former DCA Total Return closed-end fund 
investment management contract in the fourth quarter of 2011. The remaining net cash used in investing 
activities relates to capital expenditures of approximately $0.3 million in leasehold improvements related to one 
of our locations and for the purchase of software, telephone and computer equipment in connection with our 
corporate office and our affiliates. Net cash used in investing activities of $1.9 million for the year ended 
December 31, 2010 decreased by $0.1 million from net cash used in investing activities of $2.0 million in the 
prior year due primarily to decreased capital expenditures as the majority of our capital expenditures were related 
to the relocation of our corporate office in 2008 as a result of the spin-off from our former parent company. 


Financing Cash Flow 


Cash flows from financing activities consist primarily of dividend payments on our Series B preferred stock, 
repurchases of our common stock, contingent payments related to investment management contracts purchased, 
employee payroll taxes paid related to the net share settlement of employee restricted stock units and principal 
repayment on our previous long-term debt, offset by proceeds from our existing long-term debt. For the year 
ended December 31, 2011, net cash used in financing activities consists of dividend payments on our Series B of 
$10.2 million, repurchases of our common stock of $7.9 million, contingent payments made related to the VIT 
adoption of $0.8 million and employee payroll taxes paid related to the net share settlement of employee 
restricted stock units of $0.7 million, offset by $1.3 million in proceeds from stock option exercises. For the year 
ended December 31, 2010, net cash used in financing activities consists of dividend payments on our Series B of 
$3.4 million, repurchases of our common stock of $0.9 million, employee payroll taxes paid related to the net 
share settlement of employee restricted stock units of $0.4 million and deferred financing costs paid in 
conjunction with refinancing our Credit Facility of $0.4 million. For the year ended December 31, 2009, net cash 
used in financing activities consists of principal payments on our long-term debt of $20.0 million, proceeds from 
our Credit Facility of $15.0 million, deferred financing costs paid in conjunction with entering into the Credit 
Facility of $0.9 million and payment of dividends on our Series B of $2.9 million. 


Long-Term Debt 


The Company has a Credit Facility, as amended through October 27, 2011, that matures in September 2013. 
The Credit Facility provides borrowing capacity of up to $30.0 million, with a $2.0 million sub-limit for the 
issuance of standby letters of credit. Borrowings under the Credit Facility may not at any time exceed a minimum 
asset coverage ratio of 1.25 which in general represents the sum of the Company’s cash, marketable securities 
and investment management fee receivables, excluding certain specified assets, to total outstanding indebtedness 
(including outstanding letters of credit). The Credit Facility is collateralized by substantially all of the assets of 
the Company. At December 31, 2011 and 2010, $15.0 million was outstanding under the Credit Facility. As of 
December 31, 2011, the Company had the capacity to draw on the remaining amount of the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s 
option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit 
Facility agreement), plus an applicable margin, effective August 2, 2010, that ranges from 1.25% to 3.00%. At 
December 31, 2011, the interest rate in effect for the Credit Facility was 2.625%, exclusive of the amortization of 
deferred financing costs. Under the terms of the Credit Facility the Company is also required to pay certain fees, 
including an annual commitment fee of 0.50% on undrawn amounts and a letter of credit participation fee at an 
annual rate equal to the applicable margin as well as any applicable fronting fees, each of which is payable 
quarterly in arrears. 


The Credit Facility contains customary restrictive covenants, including covenants that restrict (subject in 
certain instances to minimum thresholds or exceptions) the ability of the Company and certain of its subsidiaries 
to incur additional indebtedness, create liens, merge or make acquisitions, dispose of assets, enter into leases, 
sale/leasebacks or acquisitions of capital stock, and make distributions, dividends, loans, guarantees, investments 
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or capital expenditures, among other things. The payment of dividends may not exceed 75.0% of free cash flow 
(as defined in the Credit Facility agreement) for any quarter and are also restricted from being declared and paid 
if a default or event of default exists. On October 27, 2011, the Company amended the Credit Facility to exclude 
closed end fund structuring costs from the definition of free cash flow and to allow during the period from 
October 1, 2011 to December 31, 2011 one or more restricted additional payments in an aggregate amount not in 
excess of $3.0 million. In addition, the Credit Facility contains certain financial covenants, the most restrictive of 
which include, effective August 2, 2010: (i) minimum required consolidated net worth as of any fiscal quarter 
end (total stockholders’ equity plus the liquidation preference of outstanding convertible preferred shares) to be 
at least $65.0 million, plus adjustments for net income, redemptions of convertible securities and equity 
issuances, if any, after September 1, 2009, (ii) minimum consolidated assets under management (excluding 
money market funds) of $15.0 billion as of each quarter end through March 31, 2012 and $18.0 billion as of any 
quarter end thereafter, (iii) minimum liquid assets having a fair value not less than $7.5 million, (iv) a minimum 
interest coverage ratio (generally, adjusted EBITDA to interest expense as defined in and for the period specified 
in the Credit Facility agreement) of at least 3.00:1, and (v) a leverage ratio (generally, total indebtedness as of 
any date to adjusted EBITDA as defined in and for the period specified in the Credit Facility agreement) of no 
greater than 2.75:1. For purposes of the Credit Facility, adjusted EBITDA generally means, for any period, net 
income of the Company before interest expense, income taxes, depreciation and amortization expense, and 
excluding non-cash stock-based compensation, unrealized mark-to-market gains and losses, certain severance, 
and certain non-cash non-recurring gains and losses as described in and specified under the Credit Facility 
agreement. At December 31, 2011, the Company was in compliance with all financial covenants. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility, including failure to pay principal or interest when due, 
failure to satisfy or comply with covenants, change of control, certain judgments, invalidation of liens, and cross- 
default to other debt obligations. 


Contractual Obligations 


The following table summarizes our contractual obligations as of December 31, 2011: 


Payments Due 


Less Than More Than 
($ in millions) Total 1 Year 1-3 Years 3-5 Years 5 Years 
Lease obligations ..... 0... 0... eee eee eee ee eee $13.5 $2.0 $ 4.1 $ 3.3 $4.1 
Credit Facility, including interest (1) ................0.2. 15.7 0.4 15.3 — —_— 
VIT contingent consideration (2) ........... 0.000. ee 1.3 0.8 0.5 — — 
LOtal ss o3 bee Sa AG eee Sa een $30.5 $3.2 $19.9 $ 3.3 $4.1 


(1) At December 31, 2011, the Company has $15.0 million outstanding under the Credit Facility that has a 
variable interest rate. Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, 
at the Company’s option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate, 
plus an applicable margin that ranges from 1.25% to 3.00%. At December 31, 2011, the interest rate in 
effect for the Credit Facility was 2.625%. Payments due are estimated based on the interest rate of 2.625% 
in effect on December 31, 2011. 

(2) On November 5, 2010, the Company acquired the rights to advise and distribute the former Phoenix Edge 
Series Funds (excluding certain of the funds to be merged into a third-party variable insurance trust) from 
Phoenix Variable Advisors, Inc. (“PVA”). Under the terms of the agreement, during the three years 
following the closing, the Company is required to make quarterly payments to PVA based upon fixed 
percentages of the average assets under management. These payments are variable and will fluctuate based 
on assets under management, influenced by asset flows and market impact. The payments reflected are 
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estimates based on projected net flows and market appreciation/(depreciation) and could be materially 
different if the actual asset and market assumptions differ from these estimates and could be zero if the 
assets run-off or are removed. 


The table above excludes approximately $32.0 million of unrecognized tax benefits accounted for under 
Accounting Standards Codification (“ASC”) 740, Income Taxes, as we are unable to reasonably estimate the 
ultimate amount or timing of any settlement. See Note 7 to our consolidated financial statements for more 
information. 


Impact of New Accounting Standards 


For a discussion of accounting standards, see Note 2 to our consolidated financial statements. 


Off-Balance Sheet Arrangements 


We do not invest in any off-balance sheet vehicles that provide liquidity, capital resources, market or credit 
risk support, or engage in any leasing activities that expose us to any liability that is not reflected in our 
consolidated financial statements. 


Critical Accounting Policies and Estimates 


Our financial statements and the accompanying notes are prepared in accordance with Generally Accepted 
Accounting Principles, which requires the use of estimates. Actual results will vary from these estimates. 
Management believes the following critical accounting policies are important to understanding our results of 
operations and financial position. 


Goodwill 


As of December 31, 2011, the carrying amount of goodwill was $4.8 million. Goodwill represents the 
excess of purchase price of acquisitions over the fair value of identified net assets and liabilities acquired. For 
goodwill, impairment tests for the Company are performed annually, or more frequently, should circumstances 
change which would indicate the fair value of goodwill is below its carrying amount. We have determined that 
the Company has only one reporting unit. 


In September 2011, the FASB issued Accounting Standards Update (“ASU”) 2011-08, Testing Goodwill for 
Impairment (the revised standard) which amends the rules for testing goodwill for impairment. Under the new 
rules, an entity has the option to first assess qualitative factors to determine whether the existence of events or 
circumstances leads to a determination that it is more likely than not that the fair value of a reporting unit is less 
than its carrying amount. If, after assessing the totality of events or circumstances, an entity determines it is more 
likely than not that the fair value of a reporting unit is greater than its carrying amount, then performing the 
two-step impairment test is unnecessary. We early adopted ASU 2011-08 for our 2011 annual goodwill 
impairment test. 


In assessing the qualitative factors to determine whether it is more likely than not that the fair value of a 
reporting unit is less than its carrying amount, we assess relevant events and circumstances that may impact the 
fair value and the carrying amount of the reporting unit. The identification of relevant events and circumstances 
and how these may impact a reporting units' fair value or carrying amount involve significant judgments and 
assumptions. The judgment and assumptions include the identification of macroeconomic conditions, industry 
and market considerations, cost factors, overall financial performance, Company specific events and share price 
trends and making the assessment on whether each relevant factor will impact the impairment test positively or 
negatively and the magnitude of any such impact. 
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Based upon our fiscal 2011 qualitative impairment analysis, prepared in accordance with ASU 2011-08, we 
concluded that there was no requirement to do a quantitative annual goodwill impairment test. The key 
qualitative factors that led to our conclusion were (i) that our fiscal 2010 impairment analysis indicated that the 
fair value of our reporting unit significantly exceeded the carrying amount; (ii) the significant increase in our 
share price and market capitalization since our fiscal 2010 annual goodwill impairment analysis; and (iii) that we 
continue to show positive financial performance. 


No impairment had been identified or recorded by the Company for the year ended December 31, 2011. 


Significant deterioration in markets or declines in revenue or in the value of the Company could result in 
future impairment charges. 


Indefinite-Lived Intangible Assets 


As of December 31, 2011, the carrying values of indefinite-lived intangible assets were $32.4 million. 
Indefinite-lived intangible assets are comprised of acquired, closed-end fund investment advisory contracts. 
Indefinite-lived intangible asset impairment tests are performed annually, or more frequently should 
circumstances change which would reduce the fair value below its carrying value. 


The Company estimated fair value of intangible assets using a discounted cash flow analysis. Management 
believes a discounted cash flow analysis is most appropriate in valuing the indefinite-lived intangible assets 
because it has concluded that it is a likely method that would be utilized by market participants. The key 
variables impacting the valuation of the intangible assets under this model include the discount rate, fee rates and 
assets under management related to the relevant investment advisory contracts. 


For the year ended December 31, 2011, there was no indefinite-lived intangible asset impairments as the 
estimated fair value of indefinite-lived intangible assets was substantially in excess of its carrying value. There 
were improvements in key valuation assumptions used in management’s valuation as compared to the prior year. 
For our annual impairment test performed as of October 31, 2011, the discount rate applied in the calculation 
used by the Company was 12.0%, based on an estimated cost of capital that reflected the economic conditions at 
that time. The Company performed a sensitivity analysis that showed that a discount rate of more than 20% and a 
more than 40% decrease in assets under management underlying these investment advisory contracts would 
result in an impairment charge as of October 31, 2011. No impairment had been identified or recorded by the 
Company for the years ended December 31, 2010 and 2009, respectively. 


Significant deterioration in markets or declines in revenue or in the value of the Company could result in 
future impairment charges. 


Definite-Lived Intangible Assets 


As of December 31, 2011, the carrying values of definite-lived intangible assets were $19.7 million. 
Definite-lived intangible assets are comprised of acquired investment advisory contracts. The Company monitors 
the useful lives of definite-lived intangible assets and revises the useful lives, if necessary, based on the 
circumstances. Significant judgment is required in estimating the period that these assets will contribute to our 
cash flows and the pattern over which these assets will be consumed. A change in the remaining useful life of any 
of these assets could have a significant impact on our amortization expense. All amortization expense has been, 
and continues to be, calculated on a straight-line basis. 


For definite-lived intangible assets, impairment testing is performed whenever events or changes in 
circumstances indicate that the carrying amount may not be recoverable. If the Company determines the carrying 
value of the definite-lived intangible assets is less than the sum of the undiscounted cash flows expected to result 
from the asset we will quantify the impairment using a discounted cash flow model. 
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The key assumptions in the discounted cash flow model include; the estimated remaining useful life of the 
intangible asset; the discount rate; investment management fee rates on assets under management; and the market 
expense ratio factor. 


During the years ended December 31, 2011, 2010 and 2009, no events or circumstances occurred that 
indicated the carrying value of definite-lived intangible assets might be impaired and therefore no impairment 
tests were performed during these periods. 


Significant deterioration in markets or declines in revenue or in the value of the Company could result in 
future impairment charges. 


Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as revenue during the period in which services are performed. Investment management fees, which are 
accrued monthly, are earned based upon a percentage of assets under management, and are paid pursuant to the 
terms of the respective investment management contracts, which generally require monthly or quarterly payment. 
Management fees for structured finance products, such as CDOs, that accrue as services are rendered, but are 
subordinated to other interests and payable only if certain financial criteria of the underlying collateral are met, 
are recorded as revenue when the structured finance products are in compliance with required financial criteria 
and collectability is reasonably assured. The Company accounts for investment management fees in accordance 
with ASC 605, Revenue Recognition, and has recorded its management fees net of fees paid to unaffiliated 
advisors. Amounts paid to unaffiliated sub-advisors for the years ended December 31, 2011, 2010 and 2009 were 
$36.4 million, $24.0 million and $19.0 million, respectively. 


Investment management fees are calculated based on our assets under management. We rely on data 
provided to us by mutual funds and custodians in the pricing of assets under management, which are not reflected 
within our consolidated financial statements. The boards of our mutual funds and management of custodians of 
the assets we manage have formal pricing policies and procedures over pricing of investments. Given our 
reliance on the data provided to us by the mutual funds and the custodians in the pricing of the assets under 
management, management has established internal procedures to corroborate that mutual fund and custodial 
pricing appears adequate and has implemented processes to ensure valuation discrepancies are investigated and 
resolved. As of December 31, 2011, our total assets under management by fair value hierarchy level as defined 
by ASC 820, Fair Value Measurements and Disclosures, was approximately 59.2% Level 1, 40.7% Level 2 and 
0.1% Level 3. 


Gross investment management fees earned on long-term open-end mutual funds range from 0.35% to 1.50% 
of average assets under management, depending on the type of fund. Investment management fees earned on 
closed-end funds range from 0.50% to 1.00% of average assets under management. Investment management fees 
earned on money market funds range from 0.10% to 0.14% of average assets under management. Investment 
management fees earned on separately managed accounts and institutional accounts are negotiated and are based 
primarily on asset size, portfolio complexity and individual needs and range from 0.08% to 1.30%. Investment 
management fees earned on variable insurance funds range from 0.40% to 0.90% of average assets under 
management. Investment management fees earned on structured finance products range from 0.08% to 0.45% of 
the principal outstanding. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. Underwriter fees are sales- 
based charges on sales of certain class A-share mutual funds. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees and fiduciary 
fees. Fund administration fees are earned based on the average daily assets in the funds. Transfer agent fees are 
earned based on the average daily assets in the funds. Fiduciary fees are recorded monthly based on the number 
of 401(k) accounts. The Company utilizes outside service providers to perform some of the functions related to 
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fund administration and transfer agent services. Effective January 1, 2010, a new fund administration agreement 
was executed with our open-end mutual funds. Under the prior agreement, the fees, which covered all fund 
administration services, were paid directly to the Company by the funds and were recorded as revenue. A portion 
of the fees received by the Company were remitted to third-party service providers for services performed on 
behalf of the funds, and were recorded as a distribution and administration expense. As a result of the new 
agreement, the funds now directly contract for the third-party services and fees paid by the funds directly to the 
service providers are not reflected as either revenue or expenses of the Company. For the year ended 

December 31, 2009, $6.2 million of payments to third-party service providers were recorded as revenue and 
expense of the Company. For the year ended December 31, 2009 transfer agent fees, which were previously 
reported net of payments to third-party service providers, were $4.3 million. 


Other income and fees consist primarily of redemption income on the early redemption of class B-share 
mutual funds and brokerage commissions and fees earned for the distribution of nonaffiliated products. 
Commissions earned (and related expenses) are recorded on a trade date basis and are computed based upon 
contractual agreements. 


Accounting for Income Taxes 


In 2010, the Company recorded a deferred tax asset and corresponding valuation allowance for a capital loss 
carryforward in the amount of approximately $93.0 million related to the dissolution of an inactive subsidiary. 
During 2011, the Company submitted a request for a private letter ruling (“PLR”) to the Internal Revenue 
Service (“IRS”) to allow the capital loss to be claimed as an ordinary loss. During the year ended December 31, 
2011, the IRS issued a favorable PLR to the Company. 


As aresult of the favorable PLR, the Company recharacterized the $93.0 million of deferred tax assets 
previously reported as capital in character to $89.0 million in deferred tax assets relating to net operating losses 
and intangible assets, with $4.0 million being rendered not utilizable due to Internal Revenue Code Section 382 
limitations. The PLR relies on certain facts, assumptions and representations from management regarding the 
past conduct of the Company’s businesses and other matters. If any of these facts, assumptions or representations 
about the existence of a deductible loss are successfully challenged by the IRS, the Company could be subject to 
significant tax liabilities to the extent the reported loss represented an incremental reduction to the Company’s 
tax liability in any given year. Notwithstanding the PLR, the IRS could also recharacterize the ordinary loss as a 
capital loss should it successfully challenge the validity of the facts, assumptions, or representations made as part 
of the PLR request. 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance recorded against our deferred tax assets. Our methodology for determining the realizability 
of deferred tax assets involves estimates of future taxable income from our operations and consideration of 
available tax planning strategies and actions that would be implemented by us, if necessary, as well as the 
expiration dates and amounts of carryforwards related to net operating losses and capital losses. These estimates 
are projected through the life of the related deferred tax assets based on assumptions that we believe to be 
reasonable and consistent with demonstrated operating results. The projection also includes consideration of the 
reversal of deferred tax liabilities that are in the same period and jurisdiction and are of the same character as the 
temporary differences that gave rise to the deferred tax assets. Changes in future operating results not currently 
forecasted may have a significant impact on the realization of deferred tax assets. 


At each reporting date, the Company evaluates the positive and negative evidence used to determine the 
likelihood of realization of all its deferred tax assets. Prior to December 31, 2011, the Company maintained a 
valuation allowance on substantially all of its net deferred tax assets as prior to that date, the Company 
determined that the likelihood of realization of those assets were less than more likely than not. During 2011, the 
Company determined that its recent historical operating results and future projections gave rise to sufficient 
positive evidence to conclude that it is more likely than not that a substantial portion of its deferred tax assets 
would be realizable. As a result, the Company released a valuation allowance of $174.5 million during the year 
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ended December 31, 2011. The Company maintained a valuation allowance in the amount of $3.3 million at 
December 31, 2011 relating to deferred tax assets on items of a capital nature as well as certain state deferred tax 
assets where the Company determined that at the current level of projected taxable income the realization of such 
assets prior to statutory expiration continued to be less than more likely than not. Offsetting the valuation 
allowance release was $32.0 million related to the recording of an uncertain tax position and $4.0 million in 
deferred tax assets that were rendered not utilizable due to Internal Revenue Code Section 382, both related to the 
receipt of a private letter ruling in 2011 concerning the treatment of a loss related to the dissolution of an inactive 
subsidiary. Also offsetting the benefit of the valuation allowance release was $5.1 million of tax expense on 
current year operations. 


Uncertain tax positions taken by the Company are accounted for under ASC 740, Income Taxes, which may 
require certain benefits taken on a tax return to not be recognized in the financial statements when there are the 
potential for certain tax positions to be successfully challenged by the taxing authorities. 


Loss Contingencies 


The likelihood that a loss contingency exists is evaluated using the criteria of ASC 450, Loss Contingencies, 
and an accrued liability is recorded if the likelihood of a loss is considered both probable and reasonably 
estimable at the date of the financial statements. 


We believe that we have considered relevant circumstances that we may be currently subject to, and the 


financial statements accurately reflect our reasonable estimate of the results of our operations, financial condition 
and cash flows for the years presented. 
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Market Risk 


Our exposure to market risk is directly related to our role as investment advisor for the funds and accounts 
we manage as investment advisor. Substantially all of our revenue for the three years ended December 31, 2011 
was derived from investment management, distribution and fund administration fees, which are typically based 
on the market value of assets under management. Accordingly, a decline in the prices of securities would cause 
our revenue and income to decline due to a decrease in the value of the assets we manage. In addition, such a 
decline could cause our clients to withdraw their funds in favor of investments offering higher returns or lower 
risk, which would cause our revenue and income to decline further. 


We are also subject to market risk due to a decline in the market value of our investments, consisting 
primarily of marketable securities. At December 31, 2011, the fair value of marketable securities was $15.0 
million. Assuming a 10.0% increase or decrease in the fair value of marketable securities at December 31, 2011, 
our net income would change by $1.3 million and our total comprehensive income would change by $1.5 million 
for the year ended December 31, 2011. 


Interest Rate Risk 


At December 31, 2011, the Company has $15.0 million outstanding under the Credit Facility that has a 
variable interest rate. Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the 
Company’s option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate, plus an 
applicable margin that ranges from 1.25% to 3.00%. At December 31, 2011, the interest rate in effect for the 
Credit Facility was 2.625%. A hypothetical 300 basis point change in interest rates for the year ended 
December 31, 2011 would have changed our interest expense by approximately $0.4 million. 


Item 8. Financial Statements and Supplementary Data. 


The audited Consolidated Financial Statements, including the Report of Independent Registered Public 
Accounting Firm and the required supplementary quarterly information, required by this item are presented under 
Item 15 beginning on page F-1. 


Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 


None. 


Item 9A. Controls and Procedures. 
Disclosure Controls and Procedures 


We maintain disclosure controls and procedures designed to ensure that information required to be disclosed 
in reports filed under the Exchange Act is recorded, processed, summarized and reported within the specified 
time periods, and that such information is accumulated and communicated to management, including the 
Company’s Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions 
regarding required disclosure. 


Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, 
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) 
of the Exchange Act) as of the end of the period covered by this Annual Report. Based on their evaluation, as of 
the end of the period covered by this Annual Report, the Company’s Chief Executive Officer and Chief Financial 
Officer have concluded that the Company’s disclosure controls and procedures were effective as of the end of the 
period covered by this Annual Report. 
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Management’s Report on Internal Control over Financial Reporting 


Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, is 
responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 
13a-15(f) or 15d-15(f) of the Exchange Act. Because of its inherent limitations, internal control over financial 
reporting may not prevent or detect misstatements. Projections of any evaluation of effectiveness to future 
periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the 
degree of compliance with the policy or procedures may deteriorate. Under the supervision and with the 
participation of our management, including our Chief Executive Officer and Chief Financial Officer, we have 
conducted an evaluation of the effectiveness of our internal control over financial reporting as of December 31, 
2011 based upon the Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on this evaluation management, including our Chief 
Executive Officer and Chief Financial Officer, have concluded that our internal control over financial reporting 
was effective as of December 31, 2011. 


The effectiveness of our internal control over financial reporting as of December 31, 2011 has been audited 
by PricewaterhouseCoopers LLP, our independent registered public accounting firm, as stated in their report 
which is included in Item 15 of this Annual Report. 


Changes in Internal Controls over Financial Reporting 


There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) or 
15d-15(f) of the Exchange Act) that occurred during the quarter ended December 31, 2011 that have materially 
affected, or are reasonably likely to materially affect, our internal control over financial reporting. 


Item 9B. Other Information. 


None. 
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PART III 


Item 10. Directors, Executive Officers and Corporate Governance. 


The information concerning the Company’s directors and nominees under the caption “Item 1—Election of 
Directors” and the information concerning the Audit Committee and the “audit committee financial expert” under 
the caption “Corporate Governance—Audit Committee” in the Company’s Proxy Statement for the Company’s 
2012 Annual Meeting of Shareholders, information concerning the Company’s executive officers under the 
caption “Executive Officers,” and the information under the caption “Section 16(a) Beneficial Ownership 
Reporting Compliance” in the Company’s Proxy Statement for the Company’s 2012 Annual Meeting of 
Shareholders, are incorporated herein by reference. 


The Company has adopted a Code of Conduct that applies to the Company’s chief executive officer, senior 
financial officers and all other Company employees, officers and Board members. The Code of Conduct is 
available on the Company’s website, www.virtus.com, under “Investor Relations,” and is available in print to any 
person who requests it. Any substantive amendment to the Code of Conduct and any waiver in favor of a Board 
member or an executive officer may only be granted by the Board of Directors and will be publicly disclosed on 
the Company’s website, www.virtus.com, under “Investor Relations.” 


The information concerning procedures by which shareholders may recommend director nominees set forth 
under the caption “Corporate Governance—Governance Committee—Director Nomination Process” in the 
Company’s Proxy Statement for the Company’s 2012 Annual Meeting of Shareholders is incorporated herein 
by reference. 


Item 11. Executive Compensation. 


The information relating to executive compensation and the Company’s policies and practices as they relate 
to the Company’s risk management is set forth under the captions “Executive Compensation,” “Director 
Compensation,” “Corporate Governance—Compensation Committee—Risks Related to Compensation Policies 
and Practices” and “Corporate Governance—Compensation Committee Interlocks and Insider Participation” in 
the Company’s Proxy Statement for the Company’s 2012 Annual Meeting of Shareholders, and is incorporated 
herein by reference. The information included under the caption “Executive Compensation—Report of the 
Compensation Committee” in the Company’s Proxy Statement for the Company’s 2012 Annual Meeting of 
Shareholders is incorporated herein by reference but shall be deemed “furnished” with this report and shall not be 
deemed “filed” with this report. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters. 


The information set forth under the caption “Security Ownership by Certain Beneficial Owners and 
Management” in the Company’s Proxy Statement for the Company’s 2012 Annual Meeting of Shareholders is 
incorporated herein by reference. 
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The following table sets forth information as of December 31, 2011 with respect to compensation plans 
under which shares of our common stock may be issued: 


EQUITY COMPENSATION PLAN INFORMATION 


Number of 
securities remaining 
Number of available for future 

securities to be issuance 
issued Weighted-average under equity 

upon exercise of exercise price of compensation plans 

outstanding outstanding (excluding 
options, warrants options, warrants securities reflected 

Plan Category and rights (a) and rights (1)(b) in column (a)(c) 


Equity compensation plans approved by 

security holders (2) .............0.00- 929,646 $20.21 633,352 
Equity compensation plans not approved by 

security holders ..................0.. — — — 


TOGA ‘ay oteG' ba ae eens ay eeecala dlecese dda 46 0 929,646 $20.21 633,352 


(1) The weighted-average exercise price set forth in this column is calculated excluding outstanding restricted 
stock unit awards (“RSUs”) since recipients of such awards are not required to pay an exercise price to 
receive the shares subject to these awards. The weighted-average exercise price of outstanding options, 
warrants and rights including RSUs is $7.67. 

(2) Represents 352,942 shares of common stock issuable upon the exercise of stock options and 576,704 shares 
of our common stock issuable upon the vesting of RSUs outstanding under the Company’s Omnibus 
Incentive and Equity Plan (the “Omnibus Plan’). Of the 1,800,000 maximum number of shares of our 
common stock authorized for issuance under the Omnibus Plan, 61,672 shares of common stock have been 
issued on a cumulative basis in the form of direct grants to directors or upon settlement of vested RSUs. 


Item 13. Certain Relationships and Related Transactions, and Director Independence. 


The information set forth under the captions “Corporate Governance—Transactions with Related Persons” 
and “Corporate Governance—Director Independence” in the Company’s Proxy Statement for the Company’s 
2012 Annual Meeting of Shareholders is incorporated herein by reference. 


Item 14. Principal Accounting Fees and Services. 


The information regarding auditors fees and services and the Company’s pre-approval policies and 
procedures for audit and non-audit services to be provided by the Company’s independent registered public 
accounting firm set forth under the caption “Item 2—Ratification of the Appointment of the Independent 
Registered Public Accounting Firm” in the Company’s Proxy Statement for the 2012 Annual Meeting of 
Shareholders is incorporated herein by reference. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules. 


(a)(1) Financial Statements: The following Report of Independent Registered Public Accounting Firm and 
Consolidated Financial Statements of Virtus are included in this Annual Report: 


Report of Independent Registered Public Accounting Firm 

Consolidated Balance Sheets as of December 31, 2011 and 2010 

Consolidated Statements of Operations for the Years Ended December 31, 2011, 2010 and 2009 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2011, 2010 and 2009 


Consolidated Statements of Changes in Stockholders’ Equity and Comprehensive Income for the 
Years Ended December 31, 2011, 2010 and 2009 


Notes to Consolidated Financial Statements 


(a)(2) Financial Statement Schedules: 


All financial statement schedules have been omitted because the required information is either 
presented in the consolidated financial statements or the notes thereto or is not applicable or required. 
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Exhibits: 


The following exhibits are filed herewith or incorporated by reference: 


Exhibit 
Number Exhibit Description 


(2) Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession 


2.1 Separation Agreement, Plan of Reorganization and Distribution by and between The Phoenix 
Companies, Inc. and Virtus Investment Partners, Inc., dated as of December 18, 2008 (incorporated 
by reference to Exhibit 2.1 of the Registrant’s Amendment No. 4 to Form 10, filed December 19, 
2008). 


(3) Articles of Incorporation and Bylaws 


3.1 Amended and Restated Certificate of Incorporation of Virtus Investment Partners, Inc., dated 
December 18, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


3.2 Amended and Restated Bylaws of Virtus Investment Partners, Inc., as adopted on January 28, 2010 
(incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, filed 
February 2, 2010). 


3:3 Certificate of Designations of Series A Non-Voting Convertible Preferred Stock and Series B Voting 
Convertible Preferred Stock of Virtus Investment Partners, Inc., dated October 31, 2008 
(incorporated by reference to Exhibit 4.2 of the Registrant’s Amendment No. 2 to Form 10, filed 
November 14, 2008). 


3.4 Certificate of Amendment of the Certificate of Designations of Series A Non-Voting Convertible 
Preferred Stock and Series B Voting Convertible Preferred Stock of the Registrant (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Quarterly Report on Form 10-Q, filed August 13, 2009). 


3.5 Certificate of Designations of Series C Junior Participating Preferred Stock of Virtus Investment 
Partners, Inc., dated December 29, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’s 
Current Report on Form 8-K, filed January 2, 2009). 


(4) Instruments Defining the Rights of Security Holders, Including Indentures 


4.1 Rights Agreement between Virtus Investment Partners, Inc. and Mellon Investor Services LLC, as 
Rights Agent, dated as of December 29, 2008 (incorporated by reference to Exhibit 4.1 of the 
Registrant’s Current Report on Form 8-K, filed January 2, 2009). 


4.2 Amendment No. 1, dated as of June 19, 2011, to Rights Agreement between Virtus Investment 
Partners, Inc. and Mellon Investor Services LLC, as Rights Agent, dated as of December 29, 2008 
(incorporated by reference to Exhibit 4.1 of the Registrant’s Current Report on Form 8-K, filed 
June 20, 2011). 


4.3 Amendment No. 2, dated as of June 21, 2011, to Rights Agreement between Virtus Investment 
Partners, Inc. and Mellon Investor Services LLC, as Rights Agent, dated as of December 29, 2008 
(incorporated by reference to Exhibit 10.29 of the Registrant’s Quarterly Report on Form 10-Q, filed 
August 5, 2011). 


4.4 Note in favor of The Bank of New York Mellon as Lender, dated September 1, 2009 (incorporated 
by reference to Exhibit 4.1 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 


4.5 Note in favor of PNC Bank, National Association as Lender, dated September 1, 2009 (incorporated 
by reference to Exhibit 4.2 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 
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Exhibit 
Number 


(10) 
10.1 


*10.4 


*10.5 


*10.6 


*10.7 


*10.8 


10.10 


10.11 


10.12 


10.13 


Exhibit Description 


Material Contracts 


Transition Services Agreement by and between The Phoenix Companies, Inc. and Virtus Investment 
Partners, Inc., dated as of December 18, 2008 (incorporated by reference to Exhibit 10.1 of the 
Registrant’s Amendment No. 4 to Form 10, filed December 19, 2008). 


Tax Separation Agreement by and between The Phoenix Companies, Inc. and Virtus Investment 
Partners, Inc., dated December 18, 2008 (incorporated by reference to Exhibit 10.2 of the 
Registrant’s Amendment No. 4 to Form 10, filed December 19, 2008). 


Employee Matters Agreement by and between The Phoenix Companies, Inc. and Virtus Investment 
Partners, Inc., dated December 18, 2008 (incorporated by reference to Exhibit 10.3 of the 
Registrant’s Amendment No. 4 to Form 10, filed December 19, 2008). 


Change in Control Agreement between George R. Aylward and Virtus Investment Partners, Inc., 
effective as of December 31, 2008 (incorporated by reference to Exhibit 10.4 of the Registrant’s 
Amendment No. 4 to Form 10, filed December 19, 2008). 


Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan, effective as of December 31, 
2008 (incorporated by reference to Exhibit 10.5 of the Registrant’s Amendment No. 4 to Form 10, 
filed December 19, 2008). 


Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, effective as of November 1, 
2008 (incorporated by reference to Exhibit 10.6 of the Registrant’s Amendment No. 2 to Form 10, 
filed November 14, 2008). 


First Amendment to the Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, 
effective as of February 1, 2010 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Quarterly Report on Form 10-Q, filed May 4, 2010). 


Virtus Investment Partners, Inc. Amended and Restated Executive Severance Allowance Plan, 
effective as of February 2, 2009 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed February 4, 2009). 


Investment and Contribution Agreement by and among Phoenix Investment Management Company, 
Virtus Investment Partners, Inc. (f/k/a Virtus Holdings, Inc.), Harris Bankcorp, Inc. and The Phoenix 
Companies, Inc., dated as of October 30, 2008 (incorporated by reference to Exhibit 10.8 of the 
Registrant’s Amendment No. 2 to Form 10, filed November 14, 2008). 


Annex A to the Investment and Contribution Agreement by and among Phoenix Investment 
Management Company, Virtus Investment Partners, Inc. (f/k/a Virtus Holdings, Inc.), Harris 
Bankcorp, Inc. and The Phoenix Companies, Inc., dated October 30, 2008 (incorporated by reference 
to Exhibit 10.10 of the Registrant’s Annual Report, filed March 1, 2011). 


Loan Agreement by and between Phoenix Life Insurance Company and Phoenix Investment Partners, 
Ltd., dated as of December 30, 2005 (incorporated by reference to Exhibit 10.9 of the Registrant’s 
Amendment No. 4 to Form 10, filed December 19, 2008). 


First Amendment, dated as of June 1, 2006, to the Loan Agreement by and between Phoenix Life 
Insurance Company and Phoenix Investment Partners, Ltd., dated as of December 30, 2005 
(incorporated by reference to Exhibit 10.10 of the Registrant’s Amendment No. 4 to Form 10, filed 
December 19, 2008). 


Loan Agreement by and between Phoenix Life Insurance Company, as Lender, and Virtus 
Investment Partners, Inc., as Borrower, dated December 31, 2008 (incorporated by reference to 
Exhibit 10.1 of the Registrant’s Current Report on Form 8-K, filed January 6, 2009). 
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Exhibit 
Number 


10.14 


10.15 


10.16 


10.17 


10.18 


*10.19 


*10.20 


*10.21 


10.22 


10.23 


10.24 


10.25 


Exhibit Description 


Second Amendment, dated as of March 31, 2009, to the Loan Agreement by and between Phoenix 
Life Insurance Company, as Lender, and Virtus Investment Partners, Inc., as Borrower, dated as of 
December 31, 2008 (incorporated by reference to Exhibit 10.1 of the Registrant’s Current Report on 
Form 8-K, filed April 6, 2009). 


Guarantee and Collateral Agreement made by Virtus Investment Partners, Inc. and certain of its 
Subsidiaries in favor of Phoenix Life Insurance Company, as Lender, dated as of December 31, 2008 
(incorporated by reference to Exhibit 10.2 of the Registrant’s Current Report on Form 8-K, filed 
January 6, 2009). 


Transaction Agreement by and among Harris Investment Management, Inc., Phoenix Investment 
Counsel, Inc., Harris Financial Corp. and Phoenix Investment Partners, LTD., dated as of March 28, 
2006 (incorporated by reference Exhibit 6.01 of the Schedule 13D, filed January 12, 2009 by Bank of 
Montreal, Harris Financial Corp. and Harris Bankcorp, Inc.). 


Strategic Partnership Agreement by and between Harris Investment Management, Inc. and Phoenix 
Investment Counsel, Inc., dated as of March 28, 2006 (incorporated by reference to Exhibit 6.02 of 
the Schedule 13D, filed January 12, 2009 by Bank of Montreal, Harris Financial Corp. and Harris 
Bankcorp, Inc.). 


Amendment to Tax Separation Agreement, dated April 8, 2009, by and between The Phoenix 
Companies, Inc. and Virtus Investment Partners, Inc., dated as of December 18, 2008 (incorporated 
by reference to Exhibit 10.15 of the Registrant’s Annual Report, filed April 10, 2009). 


Form of Non-Qualified Stock Option Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.4 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Restricted Stock Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.5 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Performance Share Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.30 of the Registrant’s Quarterly 
Report on Form 10-Q, filed August 5, 2011). 


Credit Agreement among Virtus Investment Partners, Inc., as Borrower, the lenders party thereto and 
The Bank of New York Mellon as Administrative Agent, Issuing Bank and Lead Arranger, dated as 
of September 1, 2009 (incorporated by reference to Exhibit 10.21 of the Registrant’s Annual Report, 
filed March 1, 2011). 


Amendment No. 1, dated as of July 8, 2010, to the Credit Agreement, dated as of September 1, 2009, 
among Virtus Investment Partners, Inc., as Borrower, the lenders party thereto and The Bank of New 
York Mellon, as Administrative Agent, Issuing Bank and Lead Arranger (incorporated by reference 
to Exhibit 10.1 of the Registrant’s Current Report on Form 8-K, filed July 13, 2010). 


Amendment No. 2, dated as of August 2, 2010, to the Credit Agreement, dated as of September 1, 
2009, among Virtus Investment Partners, Inc., as Borrower, the lenders party thereto and The Bank 
of New York Mellon, as Administrative Agent, Issuing Bank and Lead Arranger (incorporated by 
reference to Exhibit 10.2 of the Registrant’s Quarterly Report on Form 10-Q, filed August 6, 2010). 


Guarantee Agreement among Virtus Investment Partners, Inc., each of the subsidiary guarantors 
thereto and The Bank of New York Mellon, as Administrative Agent, dated as of September 1, 2009 
(incorporated by reference to Exhibit 10.24 of the Registrant’s Annual Report, filed March 1, 2011). 
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Exhibit 
Number 


10.26 


*10.27 


*10.28 


10.29 


10.30 


101** 


Exhibit Description 


Security Agreement among Virtus Investment Partners, Inc., each of the other grantors party thereto 
and The Bank of New York Mellon as Administrative Agent, dated as of September 1, 2009 
(incorporated by reference to Exhibit 10.25 of the Registrant’s Annual Report, filed March 1, 2011). 


Form of Indemnity Agreement (incorporated by reference to Exhibit 10.4 to the Registrant’s 
Quarterly Report on Form 10-Q, filed November 4, 2009). 


Offer Letter from the Registrant to Jeffrey T. Cerutti dated May 18, 2010 (incorporated by reference 
to Exhibit 10.27 of the Registrant’s Annual Report, filed March 1, 2011). 


Conversion and Voting Agreement, dated as of October 27, 2011, between BMO, Inc. (f/k/a Harris 
Bankcorp, Inc.) and the Registrant (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed November 2, 2011). 


Amendment No. 3 and Waiver No. 1, dated as of October 27, 2011, to the Credit Agreement, dated 
as of September 1, 2009, among the Registrant, as Borrower, the lenders party thereto and The Bank 
of New York Mellon, as Administrative Agent, Issuing Bank and Lead Arranger. 


Offer Letter from the Registrant to Mark S. Flynn dated December 9, 2010. 
Subsidiaries of the Registrant 

Virtus Investment Partners, Inc., Subsidiaries List. 

Consents of Experts and Counsel 

Consent of Independent Registered Public Accounting Firm. 

Power of Attorney 

Power of Attorney. 


Certification of Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certification of Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certification of Registrant’s Chief Executive Officer and Chief Financial Officer pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002. 


The following information formatted in XBRL (Extensible Business Reporting Language): (i) 
Consolidated Balance Sheets as of December 31, 2011 and December 31, 2010, (ii) Consolidated 
Statements of Operations for the years ended December 31, 2011, 2010 and 2009, (iii) Consolidated 
Statements of Cash Flows for the years ended December 31, 2011, 2010 and 2009, (iv) Consolidated 
Statements of Changes in Stockholders’ Equity and Comprehensive Income for the years ended 
December 31, 2011, 2010 and 2009 and (iv) Notes to Consolidated Financial Statements. 


Management contract, compensatory plan or arrangement. 


** Tn accordance with Rule 406T of Regulation S-T, the interactive data files in Exhibit 101 to this Annual 
Report shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act, or otherwise 
subject to the liability of that section, and shall not be deemed “filed” or part of any registration statement or 
prospectus filed for purposes of Section 11 or 12 of the Securities Act or the Exchange Act, except as shall 
be expressly set forth by specific reference in such filing. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Dated: March 1, 2012 


Virtus Investment Partners, Inc. 


By: /s/_ _MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 
(Principal Financial and Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities indicated as of March 1, 2012. 


/s/ MARK C. TREANOR /s/ GEORGE R. AYLWARD 
Mark C. Treanor George R. Aylward 
Director and Non-Executive Chairman President, Chief Executive Officer and Director 


(Principal Executive Officer) 


/s/__ JAMES R. BAIO /s/_ SUSAN S. FLEMING 
James R. Baio Susan S. Fleming 
Director Director 
/s/_ DIANE M. COFFEY /s/_ HuGH M. S. MCKEE 
Diane M. Coffey Hugh M. S. McKee 
Director Director 


/s/_ Timotuy A. HOLT 
Timothy A. Holt 
Director 


/s/ EDWARD M. SWAN, JR. 
Edward M. Swan, Jr. 
Director 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 
(Principal Financial and Accounting Officer) 
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Report of Independent Registered Public Accounting Firm 
To the Board of Directors and Stockholders of Virtus Investment Partners, Inc. 


In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of 
operations, changes in stockholders’ equity and comprehensive income and cash flows present fairly, in all 
material respects, the financial position of Virtus Investment Partners, Inc. and its subsidiaries at December 31, 
2011 and December 31, 2010, and the results of their operations and their cash flows for each of the three years 
in the period ended December 31, 2011 in conformity with accounting principles generally accepted in the 
United States of America. Also in our opinion, the Company maintained, in all material respects, effective 
internal control over financial reporting as of December 31, 2011, based on criteria established in Internal 
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO). The Company’s management is responsible for these financial statements, for maintaining 
effective internal control over financial reporting and for its assessment of the effectiveness of internal control 
over financial reporting, included in Management’s Report on Internal Control over Financial Reporting under 
Item 9A. Our responsibility is to express opinions on these financial statements and on the Company’s internal 
control over financial reporting based on our audits (which were integrated audits in 2011 and 2010). We 
conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about 
whether the financial statements are free of material misstatement and whether effective internal control over 
financial reporting was maintained in all material respects. Our audits of the financial statements included 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing 
the accounting principles used and significant estimates made by management, and evaluating the overall 
financial statement presentation. Our audit of internal control over financial reporting included obtaining an 
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and 
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our 
audits also included performing such other procedures as we considered necessary in the circumstances. We 
believe that our audits provide a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


/s/ PricewaterhouseCoopers LLP 


Boston, Massachusetts 
March 1, 2012 


Virtus Investment Partners, Inc. 


Consolidated Balance Sheets 


December 31, 


2011 2010 
($ in thousands, except share data) 
Assets 
Current Assets 
Cash and cash equivalents ....... 0... . cece cee etna $ 45,267 $ 43,948 
Trading securities, at fair value 1.1... Leena 12,526 8,357 
Available-for-sale securities, at fair value ..... 0.0.0... ccc cee eee 2,469 1,916 
Accounts receivable 2.2... 0... ccc eee ene enn e eens 27,089 21,136 
PCemed HaXGS: MEW = keteg castes deters ahaa a tedaceoande wants. whos, the eod ai eleva mt miedoeee ape 1,593 — 
Prepaid expenses and other assets ...... 0.0... cece eee teens 3,651 3,009 
Total Cumrent ASSEtS: <> si sce setae ied id ds toda Ske ack eek, ete ads 92,595 78,366 
Furniture, equipment, and leasehold improvements, net ...............000000- 5,453 6,557 
Intangible: aSsets; Netis.2.0-64 42a ad wis eg aark we doa ee Ge ak wks he ae Bee dake cea 52,096 52,977 
GOOD WA 5 5, deter basesicsel trade ates Beso hh ag AR ae ahaa. Mle ee de dah Dene died acelin Reenoue ed od ea 4,795 4,795 
DefeRED TAKES; MEU fuses des- 5 ia eck v eng. doeekel wed rdcds- Wah gna bn eevlansanbndreen Shae cb gudbab lav dutmiaccey aes oes 122,099 — 
Long-term investments and other assets ($2,826 and $2,340 at fair value, 
TESPECUVELY)., os dessu-h ded edad utee ard ta gee Ew a ee eee ba eae eee 9,341 6,216 
Total:aSsets 2.12:54 2odddciderdiet eect boiiai obs glawaseotd et des ds $ 286,379 $ 148,911 
Liabilities and Stockholders' Equity 
Current Liabilities 
Accrued compensation and benefits .............. 000s cece eee $ 31,171 $ 19,245 
ACCOUNTS Payable 6.5. miss soeiecs ane Seed eR Aaa eae Hee oak ae Bese able dekh alana 5,031 4,229 
Other accrued! Lablittes see. oc-ie gas Ged heesach hk Ae 8 alte eh Ores Geto Se a a 5,661 5,999 
Broker-dealer payables: iheced aa te hanes eked BAe 66 Soa Dae eo8 ks 4,794 4,687 
Total current abilities: 3.5.3 ses:d.6- dee heb See ie oeks oe See EP ew 46,657 34,160 
Deferred: taxes Nets 1 2. cpsad2 scuus <p hoes Gusta erdwieligna ank te KO, ok mob elie tere Gree Gk buatasd dase — 8,785 
Long-term det vac ce5 3 can ecee Cee eho e eA STEER Dee toa Rees 15,000 15,000 
Lease obligations and other long-term liabilities .................... 00000000000. 6,350 6,775 
otal abilities <5 toss ackaincess Seine ese 4:8. 0a eS a aoand Salads derbesae ge Bae Wa He aes 68,007 64,720 
Commitments and Contingencies (Note 9) 
Series B redeemable convertible preferred stock (stated at liquidation value), $.01 par 
value, 45,000 shares authorized, 35,217 and 35,217 shares issued and outstanding, at 
December 31, 2011 and 2010, respectively ........ 0... cece eee 35,217 35,921 
Stockholders' Equity 
Common stock, $.01 par value, 1,000,000,000 shares authorized; 6,343,295 shares 
issued and 6,188,295 shares outstanding at December 31, 2011 and 6,271,821 shares 
issued and 6,251,821 shares outstanding at December 31, 2010 .................. 63 63 
Additional paid-in capital .. 0... 0. cnet ene en ene n ene 909,983 912,942 
Accumulated: Cencit cs cenecaie fc shce eh fea a db lacdecsaefars elects & 4 waded a anandfar a espauenevdesl ahavenead (718,083) (863,503) 
Accumulated other comprehensive loss .. 1.0.0.0... cee eects (14) (308) 
Less: Treasury stock, at cost, 155,000 and 20,000 shares at December 31, 2011 and 
December 31;:201 0, respectively c. scus ke dee haee ae de ba Sdnad Gd kee ee tes (8,794) (924) 
Total stockholders’ equity ...0.c.cacc ask eee ne be eee epee eke ned ees 183,155 48,270 
Total liabilities and stockholders' equity .................... $ 286,379 $ 148,911 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Operations 


Years Ended December 31, 


2010 2009 


$ 97,996 $ 79,651 
29,572 23,227 
15,324 12,664 

1,664 1,610 


144,556 117,152 


65,234 57,113 
33,205 29,939 
28,282 26,630 
1,635 1,102 
2,007 1,920 
4,922 7,071 


135,285 = 123,775 


9,271 (6,623) 


1,131 1,699 
77 (279) 


1,208 1,420 


(983) (1,784) 


659 624 


(324) (1,160) 


10,155 (6,363) 
513 121 


9,642 (6,484) 
(3,289) (3,760) 
(1,144) — 


$ 5,209 $(10,244) 


$ 0.87 $ (1.76) 
$ 0.81 $ (1.76) 


6,014 5,812 


2011 
($ in thousands, except per share data) 
Revenues 
Investment management fees ........ 0.00... eee eee eee $ 135,063 
DistributiGn-arid' Service f6@S cio ces Gre ee pegs eG et eh add ones ee a weed 43,792 
Administration and transfer agent fees ....... 0... 00. eee eee eee ee 23,878 
Other mcome:and TEeS:ty3.5 Shetek 248 4S Cio ba eae ee oe eee 1,919 
Total revenues .... 0... ee ee een teenies 204,652 
Operating Expenses 
Employment €xpenseS* sc j.nen kb ven oie thas ob he SERS AR Daa 92,543 
Distribution and administration expenses ............. 0.00.00. e eee eee 60,176 
Other Operating CXpenses’¢cccns ccd eee died Pe eR os eee bw ee Reed 30,157 
Restructuring and severance ....... 0.0.0... eee eee 2,008 
Depreciation and other amortization. ......... 0.0.0... ce eee eee eee 1,847 
Intangible asset amortization ...... 0.0.0... cece eee eee eee 4,018 
Total operating CXpenses 0. .ce eet e wes ek NE LoS eee ee es 190,749 
Operating Income (Loss) ............... 0000 c eee cette 13,903 
Other Income (Expense) 
Realized and unrealized gain (loss) on trading securities ................. (256) 
Other income (Expense) ¢ co.cc eel daces Pekaadestsuureneenadesdals (194) 
Total other income (expense), Net........ eee eee eee (450) 
Interest Income (Expense) 
INnf€rest EXPENSE v2 i0¢cesedcdn cia debian ees ebue edad bide eweeae 4d (782) 
Interest & dividend income .......... 0... cece teenies 321 
Total interest expense, net ..... 0... eee eee eee (461) 
Income (Loss) Before Income Taxes ................. 0.0000 cee eee 12,992 
Income: tax expense: (DeMeMt) von aac rnd by deed nee ae eed eae (132,428) 
Net Income: (L088) ss sics:c. ee chee bg eo Lk ie ebb tad eed 145,420 
Preferred stockholder dividends ..............0 00 cece eee eens (9,482) 
Allocation of earnings to preferred stockholders ...................000. (24,260) 
Net Income (Loss) Attributable to Common Stockholders ............. $ 111,678 
Earnings (Loss) per share—Basic ............. 0.000. c eee eee eee $ 17.98 
Earnings (Loss) per share—Diluted ................... 2.00.0 .0 000 e $ 16.34 
Weighted Average Shares Outstanding—Basic (in thousands) ......... 6,211 
Weighted Average Shares Outstanding—Diluted (in thousands) ....... 6,834 


6,437 5,812 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 
Consolidated Statements of Changes in Stockholders' Equity and Comprehensive Income 


For the Years Ended December 31, 2011, 2010 and 2009 


Accumulated 
Additional Other 


Common Stock Paid-in Accumulated Comprehensive 


Treasury Stock 


Shares Par Value Capital Deficit Income (Loss) Shares Amount Total 

($ in thousands) 

Balances at December 31, 2008 .... 5,772,076 $ 58 $903,825 $(866,661) $(590) — — §$ 36,632 
NEGE1OSS) cas dor catsgnnad yh de — — —_ (6,484) — — (6,484) 
Other comprehensive income: 

Net unrealized gain on 
securities 
available-for-sale ....... — ~ —_— — 445 — — 445 
Total comprehensive loss ...... (6,039) 
Preferred stockholder dividend . . a _ (3,760) — — — — (3,760) 
Issuance of common stock related 
to employee stock 
transactions .............05 52,312 —_— — — — 
Stock-based compensation ..... — — 2,897 — — —_— oa 2,897 

Balances at December 31, 2009 .... 5,824,388 58 902,962 (873,145) (145) oa a 29,730 
Net income ..........0800eee8 — —_— — 9,642 — — — 9,642 
Other comprehensive income: 

Net unrealized loss on 
securities 
available-for-sale ....... — — — — (163) — — (163) 
Total comprehensive income .... 9,479 
Preferred stockholder dividend . . — — (3,289) — — — — (3,289) 
Conversion of Series B preferred 
SHAT CS cas ccceate Save actinethoucereosiars 378,446 4 9,859 9,863 
Repurchase of common shares .. (20,000) - — 20,000 (924) (924) 
Issuance of common stock related 
to employee stock 
transactions ............... 68,987 1 145 — — — — 146 
Stock-based compensation ..... — — 3,265 — — — — 3,265 

Balances at December 31, 2010 .... 6,251,821 63 912,942 (863,503) (308) 20,000 (924) 48,270 
Net income .... 26.6000 ccn ees — — — 145,420 — —_— — 145,420 
Other comprehensive income: 

Net unrealized gain on 
securities 
available-for-sale ....... oa ~ — oa 294 —_— es 294 
Total comprehensive income .... 145,714 
Preferred stockholder dividend . . — - (9,482) — — — — (9,482) 
Repurchase of common shares .. (135,000) — — — — 135,000 (7,870) (7,870) 
Issuance of common stock related 
to employee stock 
tANSACHIONS: s...44c ce scvwees 71,474 —_— 1,720 — — — —_— 1,720 
Stock-based compensation ..... — — 4,803 — — — — 4,803 
Balances at December 31, 2011 .... 6,188,295 $ 63 $909,983 $(718,083) $ (14) 155,000 $(8,794) $183,155 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Cash Flows 


Years Ended December 31, 


2011 2010 2009 
($ in thousands) 
Cash Flows from Operating Activities: 
Net incGome (LOSS): s.6.s-c-dacacdng 5.0.4 Saw ae Avda, w ered dle Bae aS HEE ELAS TS $ 145,420 $ 9,642 $ (6,484) 
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating 
activities: 
Depreciation and other amortization ....... 0.0... cece cee ee ene 1,847 2,007 1,920 
Intangible asset amortization ..... 0.0... ccc tee eee eens 4,018 4,922 7,071 
Stock-based compensation 25. .cccccw nada eed enes eae wd eee wee eas 5,625 3,894 3,521 
Amortization of deferred commissions ............0 0c cece cee cence nnn 8,874 5,053 2,755 
Payments of deferred commissions ........... 00.0 e cece eee eee eee eens (11,392) (5,636) (3,605) 
Equity in earnings of affiliates, net of dividends ...................0..00000. 223 (48) 295 
Realized and unrealized (gains) losses on trading securities ...............2.4- 256 (1,131) (1,699) 
Sale (purchase) of trading securities, net .... 0.0... eee eee eee (4,425) 429 (758) 
Deferred nGOme TAKS yc, fc fess Mecbvandsyearoceyads Seneaerdedeeiidystantsteivetad sat awieatstennsi lee apamectrses (132,477) 218 40 
Changes in operating assets and liabilities: 
Accounts Tecervablé: s is.c5u ose akiels ei ees Sak ond ata whee 34 wide eee hea s (5,953) (1,736) (1,313) 
Prepaid expenses and other assets ........ 0... eee cece tee eee ees (945) 650 (342) 
Accounts payable and accrued liabilities 1.0.2... 2.0... eee eee 13,047 4,045 (9,250) 
Other TaD Mites. dcd-sctoses, cus, eee ic chaudrsus assays Sve cer os Chena wysentgeudateenec aut teracendedventotyste (468) (165) (3,801) 
Net cash provided by (used in) operating activities ................00000- 23,650 22,144 (11,650) 
Cash Flows from Investing Activities: 
Capital- expenditures: 22.2.5 da 54.00 ee cae ae toes OS eas ee ba eae eS (743) (323) (824) 
Purchase of investment management contracts ......... 2.00.0 cece eee eee (3,068) (1,419) (1,043) 
Purchase of available-for-sale securities ...... 2.0... cece teens (259) (118) (128) 
Net cash used in investing activities .... 0.0.0... eee cece eee ee (4,070) (1,860) (1,995) 
Cash Flows from Financing Activities: 
Preferred stock dividends paid ........ 0.0.0 cece eee cece tenet e eens (10,186) (3,404) (2,860) 
Repurchase of common shares ........... 00 cece eee cee teen teen eens (7,870) (924) — 
Proceeds from exercise of stock options .......... 0... c cece eects 1,345 146 — 
Payment of deferred financing costs ...... 0.2... cece ene eee eee (41) (367) (931) 
Repayment of long-term debt ....... 0... cee cece eens — —_— (20,000) 
Proceeds from: long-term debt. i465 ca ceo eo Aaa dane ea eb ch ates a _ —_— 15,000 
Contingent consideration for investment management contracts .................. (789) _— — 
Taxes paid related to net share settlement of restricted stock units ................ (720) (407) — 
Net cash used in financing activities .... 02.0... eee eee eee (18,261) (4,956) (8,791) 
INétancrease (dectease) iMcash:....2.4.04.046 Gaty ad teed Sip ds we Gt Saeed ae bast bate has 1,319 15,328 (22,436) 
Cash and cash equivalents, beginning of year ...... 0.0.0.0 cece 43,948 28,620 51,056 
Cash and Cash Equivalents, End of Year ............... 0... c cece eee eee nee $ 45,267 $43,948 $ 28,620 
Supplemental Cash Flow Information: 
Interest paid’: 34 acca i Slee Pada ad io PRS ee SAO had ad hehe $ 362 $ 472 $ 1,319 
INCOMG taxes paid; Nt! 2i.cegcswiwe te ides ee eediawradet nee yatme weeaw s $ 427 $ 679 $ 368 
Non-Cash Investing Activities: 
Purchase of investment management contracts ............. 0.00 e eee eee $ — $2,100 $ — 
Non-Cash Financing Activities: 
Non-cash furniture, equipment and leasehold improvement additions ......... $ — $ —  $ (3,442) 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements 


1. Organization and Business 


29 66 99 66. 29 66 


Virtus Investment Partners, Inc. (the “Company,” “we,” “us,” “our” or “Virtus”), a Delaware corporation, 
operates in the investment management industry through its wholly-owned subsidiaries. A subsidiary of the Bank 
of Montreal (“BMO”), owns 100% of the Company’s outstanding shares of Series B Convertible Preferred Stock 
(the “Series B”). 


The Company provides investment management and related services to individual and institutional clients 
throughout the United States of America. Retail investment management services (including administrative 
services) are provided to individuals through products consisting of open-end mutual funds, closed-end funds, 
variable insurance funds and separately managed accounts. Separately managed accounts are offered to high 
net-worth individuals and include intermediary programs that are sponsored and distributed by non-affiliated 
broker-dealers, and individual direct managed account investment services that are sold and administered by the 
Company. Institutional investment management services and variable insurance funds are provided primarily to 
corporations, multi-employer retirement funds, public employee retirement systems, foundations and 
endowments and special purpose funds. 


Virtus commenced operations on November 1, 1995 through a reverse merger with Duff & Phelps 
Corporation. From 1995 to 2001, we were a majority-owned indirect subsidiary of The Phoenix Companies, Inc. 
(“PNX’”). On January 11, 2001, a subsidiary of PNX acquired the outstanding shares of Virtus Partners, Inc. not 
already owned and the Company became an indirect wholly-owned subsidiary of PNX. On October 31, 2008, 
after the sale of convertible preferred stock to BMO, we became an indirect, majority-owned subsidiary of PNX. 
On December 31, 2008, PNX distributed 100% of Virtus common stock to PNX stockholders in a spin-off 
transaction. 


2. Summary of Significant Accounting Policies 


The significant accounting policies, which have been consistently applied, are as follows: 


Principles of Consolidation and Basis of Presentation 


The Company’s consolidated financial statements have been prepared in conformity with accounting 
principles generally accepted in the United States of America (“GAAP”). The consolidated financial statements 
include the accounts of the Company and its wholly-owned subsidiaries. Material intercompany accounts and 
transactions have been eliminated. The Company also evaluates for consolidation any variable interest entities 
(“VIEs”) in which the Company is the primary beneficiary. A VIE is an entity in which either (a) the equity 
investment at risk is not sufficient to permit the entity to finance its own activities without additional financial 
support or (b) the group of holders of the equity investment at risk lack certain characteristics of a controlling 
financial interest. The primary beneficiary is the entity that has the obligation to absorb a majority of the 
expected losses or the right to receive the majority of the residual returns. The Company evaluates whether 
entities in which it has an interest are VIEs and whether the Company is the primary beneficiary of any VIEs 
identified in its analysis. 


Reclassifications 


Certain amounts in the prior years’ financial statements have been reclassified to conform to the current 
year’s presentation. 


Use of Estimates 


The preparation of the consolidated financial statements requires management to make certain estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosures of contingent assets and 
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Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


liabilities at the dates of the consolidated financial statements and the reported amounts of revenue and expenses 
during the reporting periods. Management believes the estimates used in preparing the consolidated financial 
statements are reasonable and prudent. Actual results could differ from those estimates. 


Segment information 


Accounting Standards Codification (“ASC”) 280, Segment Reporting, establishes disclosure requirements 
relating to operating segments in annual and interim financial statements. Business or operating segments are 
defined as components of an enterprise about which separate financial information is available that is regularly 
evaluated by the chief operating decision maker in deciding how to allocate resources and assess performance. 
The Company operates in one business segment, namely as an asset manager providing investment management 
and distribution services for individual and institutional clients. The Company’s Chief Executive Officer and 
Chief Financial Officer are the Company’s chief operating decision makers. Although the Company does make 
some disclosure regarding assets under management and other asset flows by product, the Company’s 
determination that it operates in one business segment is based on the fact the same investment and operational 
resources support multiple products, they have the same regulatory framework and that the Company’s chief 
operating decision makers review the Company’s financial performance at a consolidated level. All of the 
products and services provided relate to investment management and are subject to a similar regulatory 
framework and environment. Investment organizations within the Company are generally not aligned with 
specific product lines. Investment professionals may manage both retail and institutional products. 


Cash and Cash Equivalents 


Cash and cash equivalents consist of cash in banks and highly liquid money market mutual fund 
investments. 


Marketable Securities 


Marketable securities consist of investments in the Company’s sponsored mutual funds and other publicly 
traded securities which are carried at fair value in accordance with ASC 320, Investments—Debt and Equity 
Securities. Marketable securities transactions are recorded on a trade date basis. Mutual fund investments held by 
the Company’s broker-dealer subsidiary are classified as assets held for trading purposes. The Company provides 
the initial capital to funds or separately managed account strategies for the purpose of creating track records. For 
the year ended December 31, 2011, the Company recognized a realized loss less than $(0.1) million. For the 
years ended December 31, 2010 and 2009, the Company recognized realized gains and (losses) of $0.3 million 
and $(1.5) million, respectively. Other mutual fund investments held by the Company are considered to be 
available-for-sale, with any unrealized appreciation or depreciation, net of income taxes, reported as a component 
of accumulated other comprehensive income in stockholders’ equity. Marketable securities are marked to market 
based on the respective publicly quoted net asset values of the funds or market prices of the equity securities or 
bonds. 


On a quarterly basis, the Company conducts reviews to assess whether other-than-temporary impairment 
exists on its available-for-sale marketable securities. Other-than-temporary declines in value may exist when the 
fair value of a marketable security has been below the carrying value for an extended period of time. If an other- 
than-temporary decline in value is determined to exist, the unrealized investment loss, net of tax is recognized in 
the consolidated statements of operations in the period in which the other-than-temporary decline in value occurs, 
as well as an accompanying permanent adjustment to accumulated other comprehensive income. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


Deferred Commissions 


Deferred commissions, which are included in long term investments and other assets, are commissions paid 
to broker-dealers on sales of mutual fund shares. Deferred commissions are recovered by the receipt of monthly 
asset-based distributor fees from the mutual funds or contingent deferred sales charges received upon redemption 
of shares within one to five years, depending on the fund share class. The deferred costs resulting from the sale of 
shares are amortized on a straight-line basis over a one to five-year period, depending on the fund share class, or 
until the underlying shares are redeemed. Deferred commissions are periodically assessed for impairment and 
additional amortization expense is recorded, as appropriate. 


Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements are recorded at cost. Depreciation is computed using the 
straight-line method over the estimated useful lives of 3 to 10 years for furniture and office equipment, and 3 to 5 
years for computer equipment and software. Leasehold improvements are depreciated over the shorter of the 
remaining estimated lives of the related leases or lives of the improvements. Major renewals or betterments are 
capitalized and recurring repairs and maintenance are expensed as incurred. Leasehold improvements that are 
funded upfront by a landlord and are constructed for the benefit of the Company are recorded at cost and 
depreciated on a straight-line basis over the minimum term of the lease and a corresponding lease incentive 
liability in the same amount is also recorded and amortized over the same period. 


Leases 


The Company currently leases office space and equipment under various leasing arrangements. Leases are 
classified as either capital leases or operating leases, as appropriate. Most lease agreements are classified as 
operating leases and contain renewal options, rent escalation clauses or other inducements provided by the lessor. 
Rent expense under noncancelable operating leases with scheduled rent increases or rent holidays is accounted 
for on a straight-line basis over the lease term, beginning on the date of initial possession or the effective date of 
the lease agreement. The amount of the excess of straight-line rent expense over scheduled payments is recorded 
as a deferred liability. Build-out allowances and other such lease incentives are recorded as deferred credits, and 
are amortized on a straight-line basis as a reduction of rent expense beginning in the period they are deemed to be 
earned, which generally coincides with the effective date of the lease. 


Intangible Assets and Goodwill 


Definite-lived intangible assets are comprised of acquired investment advisory contracts. These assets are 
amortized on a straight-line basis over the estimated useful lives of such assets, which range from | to 16 years. 
Definite-lived intangible assets are evaluated for impairment on an ongoing basis under GAAP whenever events 
or circumstances indicate that the carrying value of the definite-lived intangible asset may not be fully 
recoverable. The Company determines if impairment has occurred by comparing estimates of future 
undiscounted cash flows to the carrying value of assets. Assets are considered impaired, and impairment is 
recorded, if the carrying value exceeds the expected future undiscounted cash flows. 


Goodwill represents the excess of the purchase price of acquisitions and mergers over the identified net 
assets and liabilities acquired. In accordance with ASC 350, Goodwill and Other Intangible Assets, goodwill is 
not being amortized. A single reporting unit has been identified for the purpose of assessing potential future 
impairments of goodwill. An impairment analysis of goodwill is performed annually or more frequently, if 
warranted by events or changes in circumstances affecting the Company’s business. In September 2011, the 
Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2011-08, 
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Notes to Consolidated Financial Statements—(Continued) 


Testing Goodwill for Impairment (the revised standard) which amends the rules for testing goodwill for 
impairment. Under the new rules, an entity has the option to first assess qualitative factors to determine whether 
the existence of events or circumstances leads to a determination that it is more likely than not that the fair value 
of a reporting unit is less than its carrying amount. If, after assessing the totality of events or circumstances, an 
entity determines it is not more likely than not that the fair value of a reporting unit is less than its carrying 
amount, then performing the two-step impairment test is unnecessary. We early adopted ASU 2011-08 for our 
2011 annual goodwill impairment test. 


Indefinite-lived intangible assets are comprised of acquired, closed-end fund investment advisory contracts. 
These assets are tested for impairment annually and when events or changes in circumstances indicate the assets 
might be impaired. Our fiscal 2011 and 2010 annual indefinite-lived intangible assets impairment analyses did 
not result in any impairment charges. 


When we perform a quantitative assessment of intangible assets and goodwill impairment, the determination 
of the fair value of these assets involves the use of significant estimates and assumptions. These estimates and 
assumptions include assets under management and revenue growth rates and operating margins used to calculate 
projected future cash flows, risk-adjusted discount rates, future economic and market conditions and 
determination of appropriate market comparables. We base our fair value estimates on assumptions we believe to 
be reasonable but that are unpredictable and inherently uncertain. Actual future results may differ from those 
estimates. 


Treasury Stock 


Treasury stock is accounted for under the cost method and is included as a deduction from equity in the 
Stockholders' Equity section of the Consolidated Balance Sheets. Upon any subsequent resale, the treasury stock 
account is reduced by the cost of such stock using the average cost method. 


In the fourth quarter of 2010, the Company implemented a share repurchase program allowing for the 
repurchase of up to 350,000 shares of the Company’s common stock. Under the terms of the program, the 
Company may repurchase its common stock from time to time in its discretion through open market repurchases 
and/or privately negotiated transactions, depending on price and prevailing market and business conditions. The 
program is intended to return capital to shareholders and to generally offset shares issued under equity-based 
plans. The program may be suspended or terminated at any time and the authorization for the program expires 
three years from inception. As of December 31, 2011, the Company has repurchased a total of 155,000 common 
shares for $8.8 million. 


Collateralized Debt and Loan Obligations 


At December 31, 2011 and 2010, our affiliates Virtus Investment Advisers, Inc. or Newfleet Assset 
Management, LLC (formerly known as SCM Advisors, LLC) served as the investment advisors for our 
collateralized loan obligations (“CLOs”’) and our collateralized debt obligations (“CDOs”). The CLOs and CDOs, 
which are investment trusts, had aggregate assets of $1.0 billion, $1.0 billion and $0.9 billion at December 31, 
2011, 2010 and 2009, respectively, which were primarily invested in a variety of fixed income securities. The 
CLOs and CDOs reside in bankruptcy remote, special purpose entities in which the Company provides neither 
recourse nor guarantees. The Company has determined that it is not the primary beneficiary of these VIEs as 
defined by ASC 810, Consolidation. Accordingly, the Company’s financial exposure to these CLOs and CDOs is 
limited only to the investment management fees it earns, which totaled $3.3 million, $4.6 million and $2.5 
million for the years ended December 31, 2011, 2010 and 2009, respectively. 
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Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as revenue during the period in which services are performed. Investment management fees, which are 
accrued monthly, are earned based upon a percentage of assets under management, and are paid pursuant to the 
terms of the respective investment management contracts, which generally require monthly or quarterly payment. 
Management fees for structured finance products, such as CLOs and CDOs, that accrue as services are rendered, 
but are subordinate to other interests and payable only if certain financial criteria of the underlying collateral are 
met, are recorded as revenue when the structured finance products are in compliance with required financial 
criteria and collectability is reasonably assured. 


Gross investment management fees earned on long-term open-end mutual funds range from 0.35% to 1.50% 
of average assets under management, depending on the type of fund. Investment management fees earned on 
closed-end funds range from 0.50% to 1.00% of average assets under management. Investment management fees 
earned on money market funds range from 0.10% to 0.14% of average assets under management. Investment 
management fees earned on separately managed accounts and institutional accounts are negotiated and are based 
primarily on asset size, portfolio complexity and individual needs and range from 0.08% to 1.30%. Investment 
management fees earned on variable insurance funds range from 0.40% to 0.90% of average assets under 
management. Investment management fees earned on structured finance products range from 0.08% to 0.45% of 
the principal outstanding. The Company accounts for investment management fees in accordance with ASC 605, 
Revenue Recognition, and has recorded its management fees net of fees paid to unaffiliated advisors. Amounts 
paid to unaffiliated advisors for the years ended December 31, 2011, 2010 and 2009 were $36.4 million, $24.0 
million and $19.0 million, respectively. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. Underwriter fees are sales- 
based charges on sales of certain class A-share mutual funds. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees and fiduciary 
fees. Fund administration fees are earned based on the average daily assets in the funds. Transfer agent fees are 
earned based on the average daily assets in the funds. Fiduciary fees are recorded monthly based on the number 
of 401(k) accounts. The Company utilizes outside service providers to perform some of the functions related to 
fund administration and transfer agent services. Effective January 1, 2010, a new fund administration agreement 
was executed with our open-end mutual funds. Under the prior agreement, the fees, which covered all fund 
administration services, were paid directly to the Company by the funds and were recorded as revenue. A portion 
of the fees received by the Company were remitted to third-party service providers for services performed on 
behalf of the funds, and were recorded as a distribution and administration expense. As a result of the agreement, 
the funds now directly contract for the third-party services and fees paid by the funds directly to the service 
providers are not reflected as either revenue or expenses of the Company. For the year ended December 31, 2009, 
$6.2 million of payments to third-party service providers were recorded as revenue and expense of the Company. 
For the year ended December 31, 2009 transfer agent fees, which were previously reported net of payments to 
third-party service providers, were $4.3 million. 


Other income and fees consist primarily of redemption income on the early redemption of class B, C, and 
T-share mutual funds and brokerage commissions and fees earned for distribution of nonaffiliated products. 
Commissions earned (and related expenses) are recorded on a trade date basis and are computed based upon 
contractual agreements. 
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Notes to Consolidated Financial Statements—(Continued) 


Advertising and Promotion 


The Company expenses all advertising and promotion costs as incurred. Advertising and promotional 
expense was $0.3 million, $0.2 million and $0.1 million for the years ended December 31, 2011, 2010 and 2009, 
respectively, and are classified in other operating expense in the Consolidated Statements of Operations. 


Stock-based Compensation 


The Company accounts for stock-based compensation expense in accordance with ASC 718, 
Compensation—Stock Compensation, which requires the measurement and recognition of compensation expense 
for share-based awards based on the estimated fair value on the date of grant. The fair value of each option award 
is estimated on the date of grant using the Black-Scholes option valuation model. The Black-Scholes option 
valuation model incorporates assumptions as to dividend yield, volatility, an appropriate risk-free interest rate 
and the expected life of the option. 


Restricted stock units (“RSUs’) are stock awards that entitle the holder to receive shares of the Company’s 
common stock as the award vests over time. The fair value of each restricted stock unit award is estimated using 
the intrinsic value method which is based on the fair market value price on the date of grant. Compensation 
expense for restricted stock awards is recognized ratably over the vesting period on a straight-line basis. 


Income Taxes 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance recorded against our deferred tax assets. Our methodology for determining the realizability 
of deferred tax assets involves estimates of future taxable income from our operations and consideration of 
available tax planning strategies and actions that would be implemented by us, if necessary, as well as the 
expiration dates and amounts of carryforwards related to net operating losses and capital losses. These estimates 
are projected through the life of the related deferred tax assets based on assumptions that we believe to be 
reasonable and consistent with demonstrated operating results. The projection also includes consideration of the 
reversal of deferred tax liabilities that are in the same period and jurisdiction and are of the same character as the 
temporary differences that gave rise to the deferred tax assets. Changes in future operating results not currently 
forecasted may have a significant impact on the realization of deferred tax assets. During 2011, the Company 
determined that historical operating results and future projections gave rise to sufficient positive evidence to 
conclude that it is more likely than not that a substantial portion of its deferred tax assets are realizable. 


Uncertain tax positions taken by the Company are accounted for under ASC 740, Income Taxes, which may 
require certain benefits taken on a tax return to not be recognized in the financial statements when there are the 
potential for certain tax positions to be successfully challenged by the taxing authorities. 


Comprehensive Income 


The Company reports all changes in comprehensive income in the Consolidated Statements of Changes in 
Stockholders’ Equity and Comprehensive Income. Comprehensive income includes net income (loss) attributable 
to common shareholders and unrealized gains and losses on investments classified as available-for-sale (net of 
tax). 


Earnings Per Share 


Earnings per share (“EPS”) is calculated in accordance with ASC 260, Earnings per Share. Net income per 
common share reflects application of the two-class method. Basic EPS excludes dilution for potential common 
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stock issuances and is computed by dividing basic net income available to common shareholders by the 
weighted-average number of common shares outstanding for the period. Diluted EPS reflects the potential 
dilution that could occur if securities or other contracts to issue common stock were exercised or converted into 
common stock. For the calculation of diluted EPS, the basic weighted average number of shares is increased by 
the dilutive effect of restricted stock units and common stock options using the treasury stock method. 


The Company’s Series B shareholders are currently entitled to participate in any dividends paid on shares of 
our common stock on a pro rata basis with the holders of our common stock. Under the two-class method, during 
periods of net income, participating securities are allocated a proportional share of net income. During periods of 
net loss, no effect is given to participating securities since they do not share in the losses of the Company. 
Participating securities have the effect of diluting both basic and diluted EPS during periods of net income. 


Fair Value Measurements and Fair Value of Financial Instruments 


The FASB defines fair value as the price that would be received to sell an asset, or paid to transfer a 
liability, in an orderly transaction between market participants at the measurement date. ASC 820, Fair Value 
Measurements and Disclosures establishes a framework for measuring fair value and a valuation hierarchy based 
upon the transparency of inputs used in the valuation of an asset or liability. Classification within the hierarchy is 
based upon the lowest level of input that is significant to the fair value measurement. The valuation hierarchy 
contains three levels as follows: 


Level 1—Quoted prices for identical instruments in active markets. Level | assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 


Level 2—Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3—Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


At December 31, 2011, all of the Company’s recurring fair value measurements, which consist solely of 
mutual funds and marketable securities, represent Level | fair value measurements, which as defined in ASC 
820, Fair Value Measurements and Disclosures, are quoted prices in active markets for identical assets or 
liabilities. 


Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities equal or 
approximate fair value based on the short-term nature of these instruments. The estimated fair value of long-term 
debt at December 31, 2011, which has a variable interest rate, approximates its carrying value. Marketable 
securities are reflected in the financial statements at fair value based upon publicly quoted market prices. 
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Recent Accounting Pronouncements 


In May 2011, the FASB issued ASU No. 2011-04, Fair Value Measurement (Topic 820): Amendments to 
Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs, and the 
International Accounting Standards Board issued International Financial Reporting Standard (“IFRS”) 13, Fair 
Value Measurement (together, the new guidance). The new guidance results in a consistent definition of fair 
value and common requirements for measurement of and disclosure about fair value between U.S. GAAP and 
IFRS. The new guidance changes some fair value measurement principles and disclosure requirements. The 
Company is required to adopt the amendments in this ASU prospectively in the quarter ending March 31, 2012. 
Early adoption is prohibited under this ASU. Adoption of this ASU is not expected to have an impact on the 
Company’s financial position or results of operations. 


In June 2011, the FASB issued ASU No. 2011-05, Presentation of Comprehensive Income, which eliminates 
the current option to report other comprehensive income and its components in the statement of changes in equity 
and allows an entity to elect to present items of net income and other comprehensive income in one continuous 
statement or in two separate, but consecutive, statements. The Company is required to adopt this ASU as of 
January |, 2012. Early adoption is permitted, but full retrospective application is required under this ASU. 
Adoption of this ASU is not expected to have an impact on the Company’s financial position or results of 
operations. 


In September 2011, the FASB issued ASU No. 2011-08, Testing Goodwill for Impairment (the revised 
standard) which provides entities with the option of performing a qualitative assessment to determine whether 
further impairment testing is necessary. The revised standard allows an entity to choose to perform the qualitative 
assessment on none, some, or all of its reporting units. The Company is required to adopt this ASU for annual 
and interim goodwill impairment tests performed for fiscal years beginning after December 15, 2011. Early 
adoption is permitted if an entity has not yet issued its financial statements for the period that includes its annual 
test date. The Company has early adopted and applied this standard as of December 31, 2011. 


3. Goodwill and Intangible Assets 


Intangible assets are summarized as follows: 


December 31, 

2011 2010 
($ in thousands) 
Definite-lived intangible assets: 
Investment contracts .... 0... eee eee e teen eae $ 269,489 $ 271,568 
Accumulated amortization ........ 0.0.0. c cece teen en eee (249,809) (248,081) 
Definite-lived intangible assets, net... 0.0.0... cece eee eee 19,680 23,487 
Indefinite-lived intangible assets .................... 0000 cee eae 32,416 29,490 
Total intangible assets; net: 0.2 s02.285 dasa eins Oh re vee tanks $ 52,096 $ 52,977 


Virtus Total Return Fund 


On December 9, 2011, the Company acquired the rights to advise the former DCA Total Return Fund from 
Dividend Capital Investments LLC (“DCI”). Upon adoption, the fund was renamed to the Virtus Total Return 
Fund (NYSE:DCA). The estimated fair value of the acquired contract of $2.9 million was recorded as an 
indefinite-lived intangible asset in the Company’s Consolidated Balance Sheet as of the adoption date. The 
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transaction was accounted for as an asset purchase and accordingly, transaction costs of $0.1 million were 
capitalized as of the adoption date. 


Variable Insurance Funds 


On November 5, 2010, the Company acquired the rights to advise and distribute the former Phoenix Edge 
Series Funds (excluding certain of the funds to be merged into a third-party variable insurance trust) from 
Phoenix Variable Advisors, Inc. (“PVA”). Under the terms of the agreement, during the three years following the 
closing, the Company is required to make quarterly payments to PVA based upon fixed percentages of the 
average assets under management. The estimated fair value of the acquired contracts of $2.1 million and a 
corresponding contingent liability were recorded in the Company’s Consolidated Balance Sheets as of the 
adoption date. The transaction was accounted for as an asset purchase and accordingly, transaction costs of $0.6 
million were capitalized as of the adoption date. The acquired contracts and related costs are being amortized on 
a straight-line basis over the estimated useful life of sixteen years. 


Activity in intangible assets and goodwill is as follows: 


Years Ended December 31, 

2011 2010 2009 
($ in thousands) 
Intangible assets 
Balance, beginning of period ..................0000. $52,977 $54,844 $60,985 
PUTED ASC S oy 2.5503: kisi to eit, feds dabei tetra Bek oh ea 3,068 3,055 930 
AMOPIZallON.. 64. 4s2.00h ened ig bo eS a Gee ae ed (3,949) (4,922) (7,071) 
Balance, end of period ......................2-0-5 $52,096 $52,977 $54,844 
Goodwill 
Balance, beginning of period ..................0000. $4,795 $4,795 $ 4,795 
Balance, end of period ......................2-0-5 $ 4,795 $ 4,795 §$ 4,795 


Definite-lived intangible asset amortization for the next five years is estimated as follows: 2012— 
$3.8 million, 2013—$3.8 million, 2014—$3.7 million, 2015—$3.1 million, 2016—$2.2 million and thereafter— 
$3.0 million. At December 31, 2011, the weighted average estimated remaining amortization period for definite- 
lived investment contracts is 6.5 years. 
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4. Marketable Securities 


The Company’s marketable securities consist of both trading (including securities held by a broker-dealer 
affiliate) and available-for-sale securities. The composition of the Company’s marketable securities is 
summarized as follows: 


December 31, 2011 
Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Sponsored mutual funds and variable insurance funds ........ $ 9,195 $(1,263) $1,048 $ 8,980 

Equity S€CUrtes: 22 fies oie ee lipieatesig nk oe ate eee eas 3,434 (3) 115 3,546 
Available-for-sale: 

Sponsored closed-end funds .......... 2.00.0 cece eee eee 2,240 (38) 267 2,469 
Total marketable securities ............... 0.0.0... 0c cee eeee $14,869 $(1,304) $1,430 $14,995 
December 31, 2010 

Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Sponsored mutual funds ............ 00.0000 ce eee eee eee $ 8,368 $(1,169) $1,158 $ 8,357 
Available-for-sale: 

Sponsored closed-end funds ......... 0.0.0.0 cece eee eee 1,981 (68) 3 1,916 
Total marketable securities ............ 00.0... 000. cece eee $10,349 $(1,237) $1,161 $10,273 


At December 31, 2011 and 2010, all of the Company’s financial instruments that are measured at fair value, 
which consist solely of mutual funds and marketable securities, utilize a Level 1 valuation technique which, as 
defined in ASC 820, is quoted prices in active markets for identical assets or liabilities. 


5. Furniture, Equipment and Leasehold Improvements 


Furniture, equipment, and leasehold improvements are summarized as follows: 


December 31, 

2011 2010 
($ in thousands) 
Furniture and officeé:equipment: 03. 42:65 24c0e ane Re we ee pen wee aR AGS eae Sede es $ 3,157 $ 7,673 
Computer equipment and software ....... 0... eee cect eens 4,906 4,869 
Leasehold improvement:..2:.4 .¢2c.0c00c sees eee SEE AG EOE REM E Se Bae oho 5,076 5,618 

13,139 18,160 
Accumulated depreciation and amortization ... 0.0.0... cece eee (7,686) (11,603) 
Furniture, equipment and leasehold improvements, net ............ 0.00 c cece ee eee $ 5,453 $ 6,557 
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6. Long-Term Investments and Other Assets 


Long-term investments and other assets include deferred commissions, equity method investments, deferred 
compensation plan assets and security deposits. A summary of the significant items included in this caption is as 
follows: 


Deferred Commissions 


Deferred commissions are commissions paid to broker-dealers on sales of mutual fund shares. Deferred 
commissions are recovered by the receipt of monthly asset-based distributor fees from the mutual funds or 
contingent deferred sales charges received upon redemption of shares within one to five years, depending on the 
fund share class. The deferred costs resulting from the sale of shares are amortized on a straight-line basis over a 
one to five-year period, depending on the fund share class, or until the underlying shares are redeemed. Deferred 
commissions were $5.7 million and $3.2 million at December 31, 2011 and 2010, respectively. 


Inverness Partnerships 


At December 31, 2011 and 2010, the Company had a 23.3% interest in Inverness/Phoenix Capital LLC 
(“IPC”). IPC is a joint venture with Inverness Management LLC, an unrelated third-party. IPC acts as a general 
partner to a private equity limited partnership, Inverness /Phoenix Partners LP (“IPP”), in which the Company 
also owns an interest. IPP is approaching the end of its contractual life and will be dissolved after the disposition 
of its single remaining portfolio investment. IPC and IPP are accounted for using the equity method. The 
Company’s share of the earnings of unconsolidated investments is included in other income in the Consolidated 
Statements of Operations. 


At December 31, 2011 and 2010, the Company’s investment in IPP was $0.5 million and $0.3 million, 
respectively. At December 31, 2010, the Company had a liability of $1.2 million recorded in other accrued 
liabilities in the Company’s Consolidated Balance Sheets to reflect a negative capital balance associated with the 
Company’s general partnership interest in IPC as the Company may be required to refund distributions 
previously received, depending on the future performance of the remaining investment held in IPP. On April 29, 
2011 the Company satisfied its obligation under the partnership agreement to refund previously received 
distributions and accordingly, no liability is recorded at December 31, 2011. 


Deferred Compensation 


The Company has a non-qualified retirement plan (the “Excess Incentive Plan”) that allows certain 
employees to voluntarily defer compensation. Under the Excess Incentive Plan, participants elect to defer a 
portion of their compensation which the Company then contributes into a trust. Each participant is responsible 
for designating investment options for assets they contribute and the ultimate distribution paid to each participant 
reflects any gains or losses on the assets realized while in the trust. The Company holds Excess Incentive Plan 
assets in a rabbi trust, which is subject to the claims of the Company’s creditors in the event of the Company’s 
bankruptcy or insolvency. Assets held in trust, included in long-term investments and other assets and the 
associated obligation to participants, included in lease obligations and other long-term liabilities in the 
Company’s Consolidated Balance Sheets, were $2.8 million and $2.3 million at December 31, 2011 and 2010, 
respectively. Assets held in trust consist of mutual funds and are recorded at fair value, utilizing Level 1 
valuation techniques. 
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7. Income Taxes 
The components of the provision for income taxes are as follows: 


Years Ended December 31, 


2011 2010 2009 

($ in thousands) 
Current 

Federal oo5.255.5. goscesidevie eev-aca see dead adaval epg dace ori ecace $ $ $ 

DALE! 34d atid eh baie debs ne Phat ad daha 49 467 81 
Total current tax expense ............... 0.000000 49 467 81 
Deferred 

Hederal: . s.3 6. onddhitioed Muka iewese cbse eed (104,227) (172) — 

DS LAUS saree 4 Seta are eossss pccae tecnico aeteaee teeta ates ees (28,250) 218 40 
Total deferred tax expense (benefit) ...................4. (132,477) 46 40 
Total expense (benefit) for income taxes ................ $(132,428) $513 $121 


The following presents a reconciliation of the provision (benefit) for income taxes computed at the federal 
statutory rate to the provision (benefit) for income taxes recognized in the Consolidated Statements of Operations 
for the periods indicated: 


Years Ended December 31, 


2011 2010 2009 

($ in thousands) 

Tax at statutory rate 2.0.2.2... eee eee eee $ 4,547 35% $ 3,554 35% $(2,227) (35)% 
State taxes, net of federal benefit ................. 6,222 48% 442 4% 70 1% 
Affiliated stock loss 0.0.0... cece eee 3,283 25% (72,397) (713)% —- —% 
Adjustments to tax accruals ............. 0002 eae — — % — — % 1,313 21% 
Contingency reserve... acc eee ee eg eee ae 27,911 215% — — % —- —% 
Change in valuation allowance ................04- (174,527) (1,343)% 69,109 681% 836 §=613% 
Other: Net. ada sis era siag « 3G atti SoNete ena ewe sates ad 136 1% (195) = (2)% 129 2% 
Income tax expense (benefit) .................0.. $(132,428) (1,019)% $ 513 5% $ 121 2% 


Virtus Investment Partners, Inc. 
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Deferred taxes resulted from temporary differences between the amounts reported in the consolidated 


financial statements and the tax basis of assets and liabilities. The tax effects of temporary differences are as 
follows: 


December 31, 

2011 2010 
($ in thousands) 
Deferred tax assets: 
Tnitangible:assets : :.sa% eden ta Rosado peek Rea $ 65,380 $ 68,449 
Net operating loSS@s's.2.4--24.cc p04 deca edad Soe obo dae 63,886 16,506 
Capital loss carryforward ...... 00.0.0... cee eee eee 1,760 94,353 
OURER: 233. aieaes wed Sabet ae rs A Se ek 9,139 3,660 
Gross deferred tax assets: <.2.060 6 c45- eee das bee been ed et ewes 140,165 182,968 
Valuation allowance .... 0.0.0... ccc tenes (3,336) (177,863) 
Gross deferred tax assets after valuation allowance ............ 136,829 5,105 
Deferred tax liabilities: 
Intangiblé-assets: i. 2 6c -an Sica ee Sawa Seb Sa a Gree eae d (12,131) (12,827) 
Other IMVESHMEMES: «552 at .heu 3 a. Kinde alg Roe eis a tade ea g eceed hiked BSCE (1,006) (1,063) 
Gross deferred tax liabilities ...... 20.0... 0... ccc eee (13,137) (13,890) 
Deferred tax assets (liability), net ...... 00.0... .0 0.000000 eee $123,692 $ (8,785) 


In prior reporting periods, the Company maintained a valuation allowance on substantially all of its net 
deferred tax assets since the likelihood of realization of those assets were less than more likely than not. At each 
reporting date, the Company evaluates the positive and negative evidence used to determine the likelihood of 
realization of all its deferred tax assets. During 2011, the Company determined that historical operating results 
and future projections gave rise to sufficient positive evidence to conclude that it is more likely than not that a 
substantial portion of its deferred tax assets are realizable. As a result, the Company released valuation allowance 
of $174.5 million during the fourth quarter of fiscal year 2011. The Company maintained a valuation allowance 
in the amount of $3.3 million at December 31, 2011 relating to deferred tax assets on items of a capital nature as 
well as certain state deferred tax assets where the Company determined that at the current level of projected 
taxable income the realization of such assets prior to statutory expiration continued to be less than more likely 
than not. 


During the year ended December 31, 2009, due to known changes in the Company’s stockholder base, 
management conducted a study to evaluate whether a change of control had occurred as defined under Internal 
Revenue Code Section 382 (“Section 382”). Section 382 imposes limits on the amount of annual net operating 
losses and realized built in losses that can be used to offset taxable income in certain situations where a taxable 
entity experiences a greater than 50% change in ownership. Management concluded that a change of control 
occurred as of December 31, 2009. Based on the Company’s filing position in 2010, the Section 382 limitations 
did not result in the loss or limitation in the availability of the use of pre-change federal net operating loss 
carryovers; however, the change in control did result in a reduction in the amount of intangible asset and realized 
built in loss amortization that the Company can deduct in computing future federal taxable income. 


In 2011, the Internal Revenue Service (“IRS”) issued a favorable private letter ruling (“PLR”) to the 
Company concerning the treatment of a loss related to the dissolution of an inactive subsidiary. As a result of the 
PLR, the Company recharacterized the $93.0 million of deferred tax assets previously reported in 2010 as capital 
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in character to $89.0 million in deferred tax assets relating to net operating losses and intangible assets, with $4.0 
million being rendered not utilizable due to Internal Revenue Code Section 382 limitations. In connection with 
this, the Company derecognized approximately $32.0 million of previously recorded gross deferred tax assets 
and related offsetting valuation allowance to account for uncertainties related to the loss. 


The PLR relies on certain facts, assumptions and representations from management regarding the past 
conduct of the Company’s businesses and other matters. If any of these facts, assumptions or representations 
about the existence of a deductible loss are successfully challenged by the IRS, the Company could be subject to 
significant tax liabilities to the extent the reported loss represented a reduction to the Company's tax liability in 
any given year. Notwithstanding the PLR, the IRS could also recharacterize the ordinary loss as a capital loss 
should it successfully challenge the validity of the facts, assumptions, or representations made as part of the PLR 
request. 


As of December 31, 2011, the Company had deferred tax assets of $52.8 and $0.4 million related to net 
operating losses and capital losses, respectively, for federal income tax purposes. The related federal net 
operating loss carryovers are scheduled to begin to expire in the year 2019. The related federal capital loss 
carryovers are scheduled to begin to expire beginning in year 2014. As of December 31, 2011, the Company had 
deferred tax assets of $11.0 million and $1.4 million related to net operating losses and capital losses, 
respectively, for state income tax purposes. The related state net operating loss carryovers are scheduled to begin 
to expire in the year 2013. The related state capital loss carryovers are scheduled to begin to expire in the year 
2011. 


The Company recorded a valuation allowance of $3.3 million and $177.9 million at December 31, 2011 and 
2010, respectively, with respect to certain temporary differences because management believes it is more likely 
than not that the Company will not realize the deferred tax assets associated with those basis differences. 


Activity in unrecognized tax benefits is as follows: 


Years Ended December 31, 
2011 2010 2009 
($ in thousands) ~~ ~— 
Balance, beginning of year... 2.2.0.0... cece eee eee eee $ $ $ 
Decrease related to tax positions taken in prior years ......... 
Increase related to positions taken in the current year ......... 34,139 — — 
Balance, end of year .... 1.0.0... cece eee eee $34,139 $— $— 


The Company’s policy is to record interest and penalties related to income taxes as a component of income 

tax expense. The Company recorded no interest or penalties related to uncertain tax positions at December 31, 
2011, 2010 and 2009. If recognized, $32.0 million of unrecognized tax benefits would impact the effective tax 
rate. Based upon the timing and status of its current examinations by taxing authorities, the Company does not 
believe that it is reasonably possible that any changes to the balance of unrecognized tax benefits occurring 
within the next 12 months will result in a significant change to the results of operations, financial condition or 
liquidity. In addition, the Company does not anticipate that there will be additional payments made or refunds 
received within the next 12 months with respect to the years under audit. 


The earliest federal tax year open for examination is 2008. The earliest open years in the Company’s major 
state tax jurisdictions are 1998 and 2005 for Connecticut and New York, respectively. The Company does not 
believe that any adjustment from any open tax year will result in a material change in the Company’s financial 
position. 
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8. Long-Term Debt 
Credit Facility 


The Company has a senior secured revolving credit facility (“Credit Facility”), as amended through 
October 27, 2011, that matures in September 2013. The Credit Facility provides borrowing capacity of up to 
$30.0 million, with a $2.0 million sub-limit for the issuance of standby letters of credit. Borrowings under the 
Credit Facility may not at any time exceed a minimum asset coverage ratio of 1.25, which in general represents 
the sum of the Company’s cash, marketable securities and investment management fee receivables, excluding 
certain specified assets, to total outstanding indebtedness (including outstanding letters of credit). The Credit 
Facility is secured by substantially all of the assets of the Company. At December 31, 2011 and 2010, $15.0 
million was outstanding under the Credit Facility. As of December 31, 2011, the Company had the capacity to 
draw on the remaining amount of the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s 
option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit 
Facility agreement), plus, in each case, an applicable margin, effective August 2, 2010, that ranges from 1.25% to 
3.00%. At December 31, 2011, the interest rate in effect for the Credit Facility was 2.625%, exclusive of the 
amortization of deferred financing costs. Under the terms of the Credit Facility, the Company is also required to 
pay certain fees, including an annual commitment fee of 0.50% on undrawn amounts and a letter of credit 
participation fee at an annual rate equal to the applicable margin as well as any applicable fronting fees, each of 
which is payable quarterly in arrears. 


The Credit Facility contains customary restrictive covenants, including covenants that restrict (subject in 
certain instances to minimum thresholds or exceptions) the ability of the Company and certain of its subsidiaries 
to incur additional indebtedness, create liens, merge or make acquisitions, dispose of assets, enter into leases, 
sale/leasebacks or acquisitions of capital stock, and make distributions, dividends, loans, guarantees, investments 
or capital expenditures, among other things. The payment of dividends may not exceed 75.0% of free cash flow 
(as defined in the Credit Facility agreement) for any quarter and are also restricted from being declared and paid 
if a default or event of default exists. On October 27, 2011, the Company amended the Credit Facility to exclude 
closed end fund structuring costs from the definition of free cash flow and to allow during the period from 
October 1, 2011 to December 31, 2011 one or more restricted additional payments in an aggregate amount not in 
excess of $3.0 million. In addition, the Credit Facility contains certain financial covenants, the most restrictive of 
which include, effective August 2, 2010: (i) minimum required consolidated net worth as of any fiscal quarter 
end (total stockholders’ equity plus the liquidation preference of outstanding convertible preferred shares) to be 
at least $65.0 million, plus adjustments for net income, redemptions of convertible securities and equity 
issuances, if any, after September 1, 2009, (ii) minimum consolidated assets under management (excluding 
money market funds) of $15.0 billion as of each quarter end through March 31, 2012 and $18.0 billion as of any 
quarter end thereafter, (iii) minimum liquid assets having a fair value not less than $7.5 million, (iv) a minimum 
interest coverage ratio (generally, adjusted EBITDA to interest expense as defined in and for the period specified 
in the Credit Facility agreement) of at least 3.00:1, and (v) a leverage ratio (generally, total indebtedness as of 
any date to adjusted EBITDA as defined in and for the period specified in the Credit Facility agreement) of no 
greater than 2.75:1. For purposes of the Credit Facility, adjusted EBITDA generally means, for any period, net 
income of the Company before interest expense, income taxes, depreciation and amortization expense, and 
excluding non-cash stock-based compensation, unrealized mark-to-market gains and losses, certain severance, 
and certain non-cash non-recurring gains and losses as described in and specified under the Credit Facility 
agreement. At December 31, 2011, the Company was in compliance with all financial covenants. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility, including failure to pay principal or interest when due, 
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failure to satisfy or comply with covenants, change of control, certain judgments, invalidation of liens, and cross- 
default to other debt obligations. 


Notes Payable 


Prior to the Credit Facility, the Company entered into various note payable and debt agreements with PNX. 
Interest was payable in arrears at annual rates of 9.00% and 6.55% for the years ended December 31, 2009 and 
2008, respectively. In connection with the Company’s entry into the Credit Facility, on September 1, 2009 the 
Company repaid the previously outstanding $18.0 million note payable principal in full along with unpaid and 
accrued interest using $15.0 million of proceeds from the Credit Facility and $3.0 million of cash on hand. 


9. Commitments and Contingencies 
Legal Matters 


The Company is regularly involved in litigation and arbitration as well as examinations and investigations 
by various regulatory bodies, including the SEC, involving its compliance with, among other things, securities 
laws, client investment guidelines, laws governing the activities of broker-dealers and other laws and regulations 
affecting its products and other activities. Legal and regulatory matters of this nature may involve activities as an 
employer, issuer of securities, investor, investment advisor, broker-dealer or taxpayer. We cannot predict the 
ultimate outcome of such legal claims or matters or in certain instances provide reasonable ranges of potential 
losses. As of the date of this report, the Company believes that the outcomes of its legal or regulatory matters are 
not likely, either individually or in the aggregate, to have a material adverse effect on its consolidated financial 
condition. However, in the event of unexpected subsequent developments and given the inherent unpredictability 
of these legal and regulatory matters, there can be no assurance that the Company’s assessment of any claim, 
dispute, regulatory examination or investigation or other legal matter will reflect the ultimate outcome and an 
adverse outcome in certain matters could, from time to time, have a material adverse effect on the Company’s 
results of operations or cash flows in particular quarterly or annual periods. 


Variable Insurance Funds 


On November 5, 2010, the Company acquired the rights to advise and distribute the former Phoenix Edge 
Series Funds (excluding certain of the funds to be merged into a third-party variable insurance trust) from 
Phoenix Variable Advisors, Inc. (“PVA”). Under the terms of the agreement, during the three years following the 
closing, the Company is required to make quarterly payments to PVA based upon fixed percentages of the 
average assets under management. The estimated fair value of the contingent liability was recorded in other 
accrued liabilities and other long-term liabilities in the Company’s Consolidated Balance Sheets as of the 
adoption date. 


Insight Funds 


The Company acquired the rights to advise, distribute and administer the Insight Funds from Harris 
Investment Management, Inc. (“Harris”), a subsidiary of BMO, in May 2006 for $4.1 million plus $1.3 million of 
transaction costs. As discussed further in Note 12, Harris is a related party of the Company. Under the terms of 
the agreement, for the first four years after becoming the advisor of the Insight Funds, the Company agreed to 
pay Harris 50.0% of the net profit earned by the Company on the money market funds acquired from Harris. The 
Company made cumulative annual payments to Harris related to this agreement totaling $4.0 million through the 
year ended December 31, 2010. The final annual payment of $0.8 million, for the measurement period ended in 
May 2010, was made on August 18, 2010. The initial purchase price and these additional money market 
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payments have been allocated to identified intangible assets and are being amortized over periods ranging from 
one to five years. Harris continues to manage the majority of the Insight Funds as sub-advisor. 


Additionally, the Company entered into a strategic partnership agreement with Harris, whereby Harris 
would be available to the Company as a sub-advisor for non-Harris funds. Harris was subsequently appointed a 
sub-advisor to certain funds. The agreement includes a provision that requires the Company to pay on the fifth 
anniversary of the closing date an amount equal to the lesser of (i) $20.0 million, less certain cash flows paid to 
Harris from the closing date to the fifth anniversary of the closing date or (ii) $35.0 million, adjusted by a factor 
representing the percentage of average assets that are sourced by Harris after five years. As of December 31, 
2011, there was no contingent liability under this agreement. 


Other Matters 


The Company indirectly guarantees the activities of its broker-dealer subsidiary. In addition, in the ordinary 
course of business the Company may enter into contracts with third-parties pursuant to which the third-parties 
provide services on the Company’s behalf or the Company provides services on behalf of the third-parties. In 
certain circumstances, the Company may agree to indemnify the third-party service provider. The terms of 
indemnification may vary from contract to contract and the amount of indemnification liability, if any, cannot be 
determined. The Company made no payments to third-parties in 2011, 2010 or 2009 and has recorded no 
liabilities with regard to commitments as of December 31, 2011. The Company believes that any risk of loss for 
direct or indirect guarantees is not probable and would not have a material impact on the Company’s operating 
results or financial position. 


Lease Commitments 


The Company incurred rental expenses, primarily related to office space, on operating leases of $2.4 
million, $2.5 million and $2.8 million in 2011, 2010 and 2009, respectively, and received income from subleases 
of $0.1 million, $0.3 million and $0.3 million in 2011, 2010 and 2009, respectively. Minimum aggregate rental 
payments required under operating leases that have initial or remaining non-cancelable lease terms in excess of 
one year as of December 31, 2011 are as follows: $2.0 million in 2012; $2.2 million in 2013; $1.9 million in 
2014; $2.0 million in 2015; $1.4 million in 2016; and $4.1 million thereafter. 


10. Capital and Reserve Requirement Information 


As a broker-dealer registered with the SEC, our subsidiary VP Distributors, LLC (“VPD”’) is subject to 
certain rules regarding minimum net capital. VPD operates pursuant to Rule 15c3-1, paragraph (a) of the 
Securities Exchange Act of 1934 and, accordingly, is required to maintain a ratio of “aggregate indebtedness” to 
“net capital’ (as those items are defined in the rule) which may not exceed 15.0 to 1.0. 


Aggregate indebtedness, net capital, and the resultant ratio for VPD were as follows: 


December 31, 
2011 2010 2009 
($ in thousands) 
Aggregate indebtedness ........... 0.0.00. c ee eee eee $17,527 $19,315 $13,142 
Netcapital: in: iso: cseuee eee ds vee oes ead 6% 10,874 4,812 5,802 
Ratio of aggregate indebtedness to net capital .......... 1.6 to 1 4.0 to | 2.3 to 1 


VPD’s minimum required net capital at December 31, 2011 and 2010 based on its aggregate indebtedness 
on those dates was $1.2 million and $1.3 million, respectively. 
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The operations of VPD do not include the physical handling of securities or the maintenance of open 
customer accounts. Accordingly, VPD is exempt from the reserve provisions of Rule 15c3-3 under the exemption 
allowed by paragraph (k)(2)(i) of such rule. 


11. Restructuring and Severance 


During 2008, the Company consolidated certain overlapping investment strategies and closed two locations, 
resulting in employee headcount reductions and lease abandonments. Lease losses associated with various 
abandoned office space have been recognized representing the Company’s best estimate of the present value of 
the amount owed under the leases reduced by sub-lease income. The activity in the accrued restructuring liability 
related to the 2008 restructuring activities for the year ended December 31, 2011, 2010 and 2009 is summarized 
as follows: 


2011 2010 2009 
($ in thousands) 
Beginning unpaid balance ........... 00... eee ee eee eee $260 $1,095 $1,835 
Restructuring expense related to lease abandonment ........ — — — 
Costs pald @ 52% 4225 ¢e08 aoe AeA RVee hee ete ae (260) (835) (740) 
Ending unpaid balance ........ 20.0.0... eee eee eee $ — $ 260 $1,095 


In fourth quarter of 2011, the Company recorded restructuring and severance charges of $1.3 million related 
to headcount reduction and portfolio management consolidation activities at one of our affiliates. The charges 
comprised of $1.0 million in severance and outplacement costs and $0.3 million in expenses related to the write 
off of reimbursable product launch costs. In addition, the Company incurred $0.7 million of severance and 
outplacement costs related to other headcount reduction activities. These one-time restructuring and severance 
charges have been included within restructuring and severance expenses in the accompanying Consolidated 
Statements of Operations. As of December 31, 2011, the remaining liability related to severance and 
outplacement costs totaled $1.1 million. These costs are expected to be paid or settled by March 31, 2012. 


12. Related Party Transactions 
BMO Related Party Transactions 


Effective as of December 31, 2008, BMO owned 100% of the Company’s outstanding shares of Series B. In 
May 2006, the Company acquired the rights to advise, distribute and administer the Insight Funds from Harris, a 
subsidiary of BMO, as further discussed in Note 9. Harris and BMO are related parties of the Company. 


Sub-advisory investment management fees, pursuant to its strategic partnership agreement with Harris, 
which are netted against investment management fees in the Company’s Consolidated Statements of Operations, 
and distribution and administration fee expenses paid or payable to Harris, are summarized as follows: 


Years Ended December 31, 
2011 2010 2009 
($ in thousands) 
Sub-advisory investment management fees ............... $2,919 $4,039 $5,791 
Distribution and administration expenses ...............-. 124 583 2,997 
Total fees and expenses related to Harris................. $3,043 $4,622 $8,788 
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At December 31, 2011 and 2010, $0.2 million and $0.5 million were payable to Harris and its affiliates 
related to sub-advisory investment management fees and distribution fees in accordance with the above 
agreement. At December 31, 2009, $0.4 million was payable to Harris and its affiliates related to the money 
market earn-out obligation in accordance with the above agreement. The final annual money market earnout 
payment of $0.8 million, for the measurement period ended in May 2010, was made on August 18, 2010. 


13. Series B Convertible Preferred Stock 


On October 31, 2008 and December 31, 2008, the former parent company of the Company sold a total of 
45,000 shares of Series B for net proceeds of $35.0 million. BMO, a related party as discussed further in Note 12, 
owned 100% of the outstanding Series B. On August 2, 2010, the Company issued notice to exercise its call 
option to redeem 9,783 shares of the Series B and BMO elected to convert the 9,783 shares of Series B, including 
dividends that had been accrued but not yet declared, into 378,446 shares of common stock. The conversion of 
the 9,783 shares of Series B preferred shares was effected on August 6, 2010. Accrued and undeclared preferred 
stock dividends on the converted shares for the period July 1, 2010 through the conversion date were settled on 
the conversion date through the issuance of 3,621 shares of the Company’s common stock. 


As of December 31, 2011, 35,217 shares of our Series B, $1,000 stated value per share, were outstanding. 
The Series B was entitled to one vote for each share of our common stock into which the Series B was then 
convertible on all matters to be voted on by our shareholders, other than the election of directors; provided that 
the Series B is entitled to vote as a separate class to elect a Series B director (and pursuant to the Investment 
Agreement with BMO, so long as BMO continued to own beneficially not less than 10.0% of our common stock, 
BMO was entitled to nominate another director for election by our common shareholders). On October 27, 2011, 
the Company entered into an agreement with BMO to convert all 35,217 outstanding shares of Series B into 
1,349,300 shares of common stock, at the original conversion rate. In connection with this agreement, the 
Company made a dividend payment of $8.1 million, representing accrued dividends of $0.9 million plus the net 
present value of dividend payments through October 31, 2014, the earliest date that the Company could have 
called for BMO to redeem or convert, at BMO’s discretion, all of its preferred shares. As of October 31, 2011, 
the Series B was no longer entitled to receive preferred dividends. Additionally, the Series B preferred 
shareholders lost the right to elect a Series B director to the Company’s board of directors. As a result, the current 
Series B director resigned from the Company’s board of directors effective October 31, 2011. Upon conversion, 
BMO has agreed that to the extent its holdings of common stock exceed 24.0% of the outstanding common stock 
solely by reason of the repurchase or redemption of common stock by the Company, the excess shares will be 
subject to an irrevocable proxy in favor of the Company to be voted in the same proportion as the votes cast by 
all shareholders other than BMO. The conversion was subject to regulatory approval. On January 6, 2012, 35,217 
shares of the Series B converted to 1,349,300 shares of common stock related to the agreement entered into on 
October 27, 2011 between the Company and BMO, the holders of all of the outstanding Series B shares. As a 
result of the conversion, all of the preferred shares have been retired. 


Liquidation Preference 


Upon a liquidation of the Company, and after satisfaction of creditors and before any distribution is made to 
holders of any junior stock, holders of Series B were entitled until conversion to receive a per share amount equal 
to the greater of (i) the stated value then in effect, or (ii) the amount the holder of Series B was entitled to receive 
if their Series B was converted into Company common stock at the conversion rate then in effect immediately 
prior to such liquidation through the date of liquidation (the greater of (i) and (ii) is called the “liquidation 
preference”). As of January 6, 2012, there are no shares of Series B outstanding. 
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14. Retirement Savings Plan 


The Company sponsors a defined contribution 401(k) retirement plan (the “401(k) Plan’’) covering all 
employees who meet certain age and service requirements. Employees may contribute a percentage of their 
eligible compensation into the 401(k) Plan, subject to certain limitations imposed by the Internal Revenue Code 
(the “Code”’). The Company matches employees’ contributions at a rate of 100% of employees’ contributions up 
to the first 3.0% and 50.0% of the next 2.0% of the employees’ compensation contributed to the 401(k) Plan. The 
Company’s matching contributions were $1.6 million, $1.1 million and $1.1 million in 2011, 2010 and 2009, 
respectively. 


15. Stock-Based Compensation 


The Company has an Omnibus Incentive and Equity Plan (the “Plan”) under which officers, employees, 
directors and consultants may be granted equity-based awards, including RSUs, stock options and unrestricted 
shares of common stock. At December 31, 2011, 1,800,000 shares of common stock were authorized for issuance 
under the Plan, of which 633,352 remain available for grant. Each RSU entitles the holder to one share of Virtus 
common stock when the restriction expires. RSUs generally have a term of one to three years and may be either 
time-vested or performance-contingent. Stock options generally vest over three years and have a contractual life 
of ten years. Stock options are granted with an exercise price equal to the fair market value of the shares at the 
date of grant. The fair value of each RSU is estimated using the intrinsic value method which is based on the fair 
market value price on the date of grant. Shares that are issued upon exercise of employee stock options and 
vesting of RSUs are newly issued shares and not issued from treasury stock. Prior to the spin-off, there were no 
Virtus RSUs or stock options outstanding. Upon the spin-off, all outstanding PNX stock options and RSUs held 
by Virtus employees were converted to Virtus stock options and RSUs in a manner intended to preserve the 
relative value of such awards. In total, 114,153 RSUs and 180,923 stock options were issued upon conversion. 


The Company estimated the grant-date fair value of stock options granted using the Black-Scholes option 
valuation model with the following assumptions: 


2011 2010 
Expected dividend yield ...................... 0.00005. 0.0% 0.0% 
Expected; volatility: cc-cc.e4a8 Sony Gee che beg dewas sewed 47.2% 54.0% 
Risk-free interest rate 2.2.2... eee eee eee 2.4% -2.9% 1.9% -3.0% 
Expected life: < 23 ..c..ci 3 chsh ticncieessdetettoeind 6.5 years 6.5 years 


Expected dividend yield—The Company has never declared or paid dividends on its common stock. We 
currently do not have any plans to pay cash dividends on our common stock. 


Expected volatility—Volatility is a measure of the amount by which a financial variable such as a share 
price has fluctuated (historical volatility) or is expected to fluctuate (expected volatility) during a period. The 
Company based its estimated volatility on the historical volatility of a peer group of publically traded companies, 
which includes companies that are in the same industry or are competitors, because of the Company’s limited 
history as an independent public company. 


Risk-free interest rate—This is the average U.S. Treasury rate at the time of grant having a term that most 
closely approximates the expected term of the option. 


Expected life—This is the period of time that the option grants are expected to remain outstanding. The 
Company calculates the expected life of the options using the “simplified method” as prescribed under the 
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provisions of ASC 718. The simplified method was used because sufficient historical exercise data necessary for 
the Company to provide a reasonable basis to estimate the expected life does not exist. The Company generally 


uses the midpoint between the end of the vesting period and the contractual life of the grant to estimate option 
exercise timing. The simplified method was applied for all options granted during 2010 and 2011. 


Stock-based compensation expense is summarized as follows: 


Years Ended December 31, 
“2011 —«2010~=SS=S=«i0097~S 
($ in thousands) 
Stock-based compensation expense ...............-0-05- $5,625 $3,894 $3,521 


During the year ended December 31, 2011, the Company granted 88,030 performance contingent RSUs. 
During the year ended December 31, 2011, total stock-based compensation expense includes $1.3 million for 
these performance contingent RSUs as part of annual and long-term incentive compensation plans. As of 
December 31, 2011, unamortized stock-based compensation expense for performance contingent RSUs was $3.0 
million. No performance contingent awards were granted for the years ended December 31, 2010 and 2009. 


As of December 31, 2011, unamortized stock-based compensation expense for outstanding RSUs and stock 
options was $7.1 million and $0.5 million, respectively, with weighted average remaining amortization periods of 
0.9 years and 0.5 years, respectively. The Company did not capitalize any stock-based compensation expenses 
during the years ended December 31, 2011, 2010 and 2009. 


Stock option activity for the year ended December 31, 2011 is summarized as follows: 


Weighted 
Number Average 
of shares Exercise Price 
Outstanding at December 31, 2010................. 386,190 $20.83 
GLANS > osc’, 5c dee sceeldiwes oe soeab boa ewe Pane ww 10,454 $55.30 
Exercised 2.0... cece cee cence eens (33,357) $40.35 
Forfeited 22.0.0 cece cee cee eee eee (10,345) $13.85 
Outstanding at December 31, 2011 ................. 352,942 $20.21 
Vested and exercisable at December 31, 2011 ........ 119,741 $35.54 
Options expected to vest at December 31, 2011 ....... 222,018 $12.44 


The weighted-average grant-date fair value of options granted during the years ended December 31, 2011, 
2010 and 2009 was $27.56, $12.14 and $5.71, respectively. The weighted-average remaining contractual term for 
options outstanding at December 31, 2011 and December 31, 2010 was 6.4 and 7.0 years, respectively. The 
weighted-average remaining contractual term for options vested and exercisable at December 31, 2011 was 4.3 
years. The weighted-average remaining contractual term for options expected to vest at December 31, 2011 was 
7.5 years. At December 31, 2011, the aggregate intrinsic value of options outstanding, options vested and 
exercisable, and options expected to vest was $19.7 million, $4.8 million, and $14.1 million, respectively. The 
total grant-date fair value of options vested during the years ended December 31, 2011, 2010 and 2009 was less 
than $0.1 million, $0.5 million and $0.5 million, respectively. The total intrinsic value of options exercised for 
the years ended December 31, 2011 and 2010 was $0.9 million and $0.1 million, respectively. No stock options 
were exercised for the year ended December 31, 2009. Cash received from stock option exercises were $1.3 
million and $0.1 million for 2011 and 2010, respectively. No cash was received from stock option exercises in 
2009. 
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RSU activity for the year ended December 31, 2011 is summarized as follows: 


Weighted 
Average 
Number Grant Date 
of shares Fair Value 
Outstanding at December 31,2010 .................. 460,633 $13.39 
Granted. eeiasis 6 Sond. oR ole ehae Leek eta Boab ds 178,661 $52.28 
Pore ted). gc dc khecneess seas detewreed nee green eemterdaww ning weeds ek (13,609) $34.52 
SCttled <.nssceieges ed aes bud Gok bh Se SRA ee Mee (48,981) $21.83 
Outstanding at December 31, 2011 .................. 576,704 $24.16 


The grant-date intrinsic value of RSUs granted during the year ended December 31, 2011 was $7.8 million. 
At December 31, 2011, outstanding RSUs have a weighted average remaining contractual life of 0.9 years. The 
weighted-average grant-date fair value of RSUs granted during the years ended December 31, 2011, 2010 and 
2009 was $52.28, $20.21 and $9.54 per share, respectively. The total fair value of RSUs vested during the years 
ended December 31, 2011, 2010 and 2009 was $2.9 million, $1.5 million and $0.1 million, respectively. Cash 
used for employee withholding tax payments related to net share settlement upon vesting of RSUs were $0.7 
million and $0.4 million for the years ended December 31, 2011 and 2010. 


Employee Stock Purchase Plan 


The Company offers an employee stock purchase plan that allows employees to purchase shares of common 
stock on the open market at market price through after-tax payroll deductions. The initial transaction fees are 
paid for by the Company and shares of common stock are purchased on a quarterly basis. The Company does not 
reserve shares for this plan or discount the purchase price of the shares. 


16. Earnings Per Share 
The computation of basic and diluted earnings per share is as follows: 
Years Ended December 31, 
2011 2010 2009 

($ in thousands, except per share amounts) 
Net Income (Loss) ............... 00000 e eee ees $145,420 $9,642 $ (6,484) 
Preferred stockholder dividends ................... (9,482) (3,289) (3,760) 
Allocation of earnings to preferred stockholders ...... (24,260) (1,144) — 
Net Income (Loss) Attributable to Common 

Stockholders .............0.0 00.0000 c cece eee $111,678 $5,209 $(10,244) 
Shares: 
Basic: Weighted-average number of shares 

OUISTANGING 5 iba Gc diate eweea em bewesaed ex ks 6,211 6,014 5,812 
Plus: Incremental shares from assumed conversion of 

dilutive instruments ...............0000 cece eee 623 423 — 
Diluted: Weighted-average number of shares 

OUtStANGING 55 ki Fs hie BIN ede Oddo ees 6,834 6,437 5,812 
Earnings (loss) per share—basic ................... $ 17.98 $ 0.87 $ (1.76) 
Earnings (loss) per share—diluted ................. $ 16.34 $ 0.81 $ (1.76) 


For the year ended December 31, 2011, there were no non-participating securities (stock options) excluded 
from the above computations of weighted-average shares for diluted earnings per share. For the year ended 
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December 31, 2010, non-participating securities (stock options) representing 150,738 shares of common stock 
were excluded from the above computations of weighted-average shares for diluted earnings per share due to the 
antidilutive effect of the securities’ exercise prices as compared to the average market price of the common 
shares during the period. For the year ended December 31, 2009, non-participating securities (RSUs and stock 
options), which are summarized in Note 15, were excluded from the above computations of weighted-average 
shares for diluted loss per share due to the net loss for the period. 


17. Concentration of Credit Risk 


Financial instruments that potentially subject the Company to concentrations of credit risk consist 
principally of cash and cash equivalents. The Company maintains cash and cash equivalents in bank deposits 
with financial institutions. Cash deposits at these financial institutions may exceed Federal Deposit Insurance 
Corporation insurance limits. 


The concentration of credit risk with respect to advisory fees receivable is generally limited due to the short 
payment terms extended to clients by the Company. The following funds provided 10 percent or more of the total 
revenue of the Company: 


Years Ended December 31, 
2011 2010 2009 
($ in thousands) 
Virtus Multi-Sector Short Term Bond Fund 
Investment management, administration and transfer 
AGENT TEES: 6.6 wed Pa heehee ee Pe bd ed ada ee bee $24,445 $14,506 
Percent of total revenue .......... 0.0.00 eee eeee 14% 10% = 
DNP Select Income Fund Inc. 
Investment management, administration and transfer 
AGeNt TEES: ccd goede Hed ade eedaeaeda wee bes * $14,959 $13,787 
Percent of total revenue .............. 00 cee eeeee = 10% 12% 


* Less than 10 percent of total revenue of the Company. 
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18. Selected Quarterly Data (Unaudited) 


2011 
Fourth Third Second First 
($ in thousands, except share data) Quarter Quarter Quarter Quarter 
R€VEnUES: s.s05 odioad bb edtetibe Ried ewe bees $ 56,172 $55,457 $48,902 $44,121 
Operating Income (Loss) ............ 0000 eee ee ee 8,194 (2,193) 3,459 4,443 
Net Income (Loss) Attributable to Common 
StOCKHOMMErS® 2 ae teeene beeen es ohana 109,555 (3,483) 2,043 2,979 
Earnings (Loss) per share—Basic ................. $ 17.60 $ (0.56) $ 0.33 $ 0.48 
Earnings (Loss) per share—Diluted ............... $ 1635 $ (0.56) $ 030 $ 0.43 
2010 
Fourth Third Second First 
Quarter Quarter Quarter Quarter 
ReVenUeS! 5. 6:cca ne Bh hee ait bate dae eee ek $40,739 $35,582 $34,788 $33,447 
Operating Income ......... 0... cee eee eee ee 4,450 2,897 1,217 707 
Net Income (Loss) Attributable to Common 
StOCKHOIMELS® sis.-n ocend peti 6.440% Sheen akeen at 3,071 2,406 (487) 124 
Earnings (Loss) per share—Basic ...............-. $ 049 $ 039 §$ (0.08) $ 0.02 
Earnings (Loss) per share—Diluted ............... $ 0.45 $ 0.37 $ (0.08) $ 0.02 
2010 
First Quarter 
As Previously First Quarter 
Reported Adjustment (1) As Revised 
Net Income (Loss) Attributable to Common 
Stockholders .<.2c24 4206 0edesdnds saues $ 160 $ (36) $ 124 
Earnings (Loss) per share—Basic and 
Dlte dl ssl os gods td dR yee gotiin wide Geaees $0.03 $(0.01) $0.02 


(1) Adjustment relates to the hypothetical allocation of earnings to preferred stockholders in the determination 
of net income attributable to common stockholders as required under the two class method of calculating 
earnings per share. 


In preparing the Company’s Condensed Consolidated Financial Statements for the three months ended 
September 30, 2010, the Company determined that for the first quarter of 2010 previously reported basic and 
diluted earnings per share were overstated due to the omission of the hypothetical allocation of earnings to 
preferred stockholders in the determination of net income attributable to common stockholders as required under 
the two class method of calculating earnings per common share. Management concluded, based on an analysis of 
quantitative and qualitative factors that the resulting effect of this overstatement of earnings per share was not 
material to the reporting period affected and, therefore, amendment of previously filed reports with the Securities 
and Exchange Commission was not required. 
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CERTIFICATION UNDER SECTION 302 
I, George R. Aylward, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 1, 2012 


/s/_ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 
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CERTIFICATION UNDER SECTION 302 
I, Michael A. Angerthal, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 1, 2012 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial and Accounting Officer) 
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Exhibit 32.1 


CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with this Annual Report on Form 10-K of Virtus Investment Partners, Inc. (the “Company”) 
for the fiscal year ended December 31, 2011, as filed with the Securities and Exchange Commission on the date 
hereof (the “Report’”), each of the undersigned officers of the Company hereby certifies, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his 
knowledge: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial condition 
and results of operations of the Company. 


Dated: March 1, 2012 


/S/ GEORGE R. AYLWARD 


GEORGE R. AYLWARD 
President, Chief Executive Officer and Director 
( Principal Executive Officer) 


/s/ MICHAEL A. ANGERTHAL 
Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial and Accounting Officer) 
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Supplemental Financial Information 


Schedule of Non-GAAP information 
(Dollars in thousands) 


The company reports its financial results on a Generally Accepted Accounting Principles (GAAP) 

basis; however management believes that evaluating the company’s ongoing operating results may be 
enhanced if investors have additional non-GAAP financial measures. Management reviews non-GAAP 
financial measures to assess ongoing operations and considers them only to be additional metrics for 
both management and investors to consider the company’s financial performance over time, as noted in 
the footnotes below. Management does not advocate that investors consider such non-GAAP financial 
measures in isolation from, or as a substitute for, financial results prepared in accordance with GAAP. 


Reconciliation of Revenues, Operating Expenses and 
Operating Income on a GAAP Basis to Revenues, 
Operating Expenses and Operating Income, as Adjusted 


Twelve Months Ended 
Dec 31, 2011 Dec 31, 2010 


Revenues, GAAP basis $204,652 $144,556 
Less: 

Distribution and administration expenses 50,563 33,205 
NewHleet transition related subadvisory fees! (1,057) - 
Revenues, as adjusted” $155,146 $111,351 
Operating Expenses, GAAP Basis $190,749 $135,285 

Less: 
Distribution and administration expenses 50,563 33,205 
Depreciation and amortization 5,865 6,929 
Stock-based compensation 4,926 3,894 
Restructuring and severance charges 2,008 1,635 
Newfleet transition related operating expenses’ 5,152 - 
Closed-end fund launch costs * 10,767 - 
Operating Expenses, as adjusted? $111,468 $89,622 
Operating Income, as adjusted® $43,678 $21,729 
Operating margin, GAAP basis 7% 6% 
Operating margin, as adjusted® 28% 20% 


(continued) 


Supplemental Financial Information continued) 


Quarterly Reconciliation Three Months Ended 

Dec 31, 2011 Sep 30,2011 June 30,2011 Mar 31, 2011 
Revenues, GAAP basis $56,172 $55,457 $48,902 $44,121 
Less: 

Distribution and administration expenses 13,482 13,637 12,367 11,077 
NewHleet transition related subadvisory fees! - (37) (1,020) - 
Revenues, as adjusted’ $42,690 $41,857 $37,555 $33,044 
Operating Expenses, GAAP Basis $47,978 $57,650 $45,443 $39,678 

Less: 
Distribution and administration expenses 13,482 13,637 12,367 11,077 
Depreciation and amortization 1,403 1,431 1,496 1,535 
Stock-based compensation 1,336 1,162 1,587 84] 
Restructuring and severance charges 1,260 7 594 147 
Newfleet transition related operating expenses* 1,381 1,580 2191 - 
Closed-end fund launch costs* : 10,767 - - 
Operating Expenses, as adjusted? $29,116 $29,066 $27,208 $26,078 
Operating Income, as adjusted® $13,574 $12,791 $10,347 $6,966 
Operating margin, GAAP basis 15% (4)% 7% 10% 
Operating margin, as adjusted*® 32% 31% 28% 21% 


1 


Reflects 30 days of fees payable under the termination provisions of the subadvisory agreement with a former unaffiliated subadvisor of the 
Multi-Sector assets. These subadyisory fees ended effective July 2, 2011. The company records its management fees net of fees paid to unaffiliated 
subadvisors. 


Revenues, as adjusted, is a non-GAAP financial measure calculated by netting distribution and administration expenses from GAAP revenues. 
Management believes, Revenues, as adjusted, provides useful information to investors because distribution and administration expenses are costs 
that are generally passed directly through to external parties. For the three months ended September 30, 2011, Virtus incurred $23.3 million of 
distribution and administration expenses that included $9.6 million of structuring fees related to the closed-end fund launch. For the purposes 
of calculating Revenues, as adjusted for the three months ended September 30, 2011 and for the twelve months ended December 31, 2011, 
structuring fees paid to third party distributors for the closed-end fund launch are excluded as they do not have a related revenue offset. 


For the twelve months ended Dec. 31, 2011, Newfleet transition-related operating expenses consist of compensation expenses of $4.8 million and 
certain legal and professional fees of $0.4 million incurred in conjunction with the addition of the Newfleet Multi-Sector team. Compensation 
expenses include $0.7 million of stock-based compensation. 


Closed-end fund launch costs are comprised of structuring fees of $9.6 million payable to underwriters and sales-based incentive compensation of 
$1.2 million. 


Operating expenses, as adjusted, is a non-GAAP financial measure that management believes provides investors with additional information 
because of the nature of the specific excluded operating expenses. Specifically, management adds back amortization attributable to acquisition- 
related intangible assets as this may be useful to an investor to consider our operating results with the results of other asset management firms 
that have not engaged in significant acquisitions. In addition, we add back restructuring and severance charges as we believe that operating 
expenses exclusive of these costs will aid comparability of the information to prior reporting periods. We believe that because of the variety of 
equity awards used by companies and the varying methodologies for determining stock-based compensation expense, excluding stock-based 
compensation enhances the ability of management and investors to compare financial results over periods. Distribution and administrative 
expenses are excluded for the reason set forth above. 


Operating income, as adjusted, and operating margin, as adjusted, are calculated using the basis of revenues, as adjusted, and operating 
expenses, as adjusted, as described above. 


In the above release, we define “organic growth rate” as our annualized net sales divided by beginning long-term open-end mutual fund assets under 
management. 


The above measures should not be considered as substitutes for any measures derived in accordance with GAAP and may not be comparable to 
similarly titled measures of other companies. Exclusion of items in our non-GAAP presentation should not be considered as an inference that these 
items are unusual, infrequent or non-recurring. 


Investment Performance 


For the period ending December 31, 2011, 83%, 84% and 87% of assets eligible for Morningstar 
rating had 5- or 4-star load-waived ratings for the 3-, 5-, and 10-year periods, respectively, 
based on risk adjusted returns, of a total of 30, 28, and 22 funds, respectively. Had sales load 
been included, results would be lower. For each fund with at least a three-year history, 
Morningstar calculates a Morningstar Rating™ based on a Morningstar Risk-Adjusted Return 
measure that accounts for variation in a fund’s monthly performance (including the affect of 
sales charges, loads, and redemption fees), placing more emphasis on downward variation and 
rewarding consistent performance. The top 10% of funds in each category receive 5 stars; the 
next 22.5% receive 4 stars; the next 35% receive 3 stars; the next 22.5% receive 2 stars; and 
the bottom 10% receive 1 star. The Overall Morningstar Rating™ for a fund is derived from a 
weighted average of performance figures associated with its 3-, 5- and 10-year (if applicable) 
Morningstar Rating metrics. Different share classes bear different fees and expenses, which 
affect performance. Multi-Sector Short Term Bond Fund Morningstar rating as of 2/29/12 
(Stars/# of Funds in Short Term Bond Category) Class A Overall: 5/352; 3 yr: 5/352; 5 yr: 5/325; 
10 yr: 5/185. Load Waived Overall: 5/352; 3 yr: 5/352; 5 yr: 5/325; 10 yr: 5/185. Class | Overall: 
5/352; 3 yr: 5/352; 5 yr: 5/325; 10 yr: 5/185. Emerging Markets Opportunities Fund Morningstar 
rating as of 2/29/12 (Stars/# of Funds in Diversified Emerging Markets Category) Class A 
Overall: 4/353; 3 yr: 3/353; 5 yr: 5/242; 10 yr: 4/148. Load Waived Overall: 5/353; 3 yr: 4/353; 

5 yr 5/242; 10 yr: 5/148. Class | Overall: 5/353; 3 yr: 4/353; 5 yr: 5/242; 10 yr: 5/148. 


Lipper, a wholly owned subsidiary of Reuters, provides independent insight on global collective 
investments including mutual funds, retirement funds, hedge funds, fund fees and expenses to 
the asset management and media communities. Lipper ranks the performance of mutual funds 
within a classification of funds that have similar investment objectives. Rankings are historical 
with capital gains and dividends reinvested and do not include the effect of loads. Funds not 
ranked by Lipper are not included in the analysis. If sales loads were reflected, the rankings 
shown would be lower. If an expense waiver was in effect, it may have had a material effect on 
the total return or yield for the period. Lipper data does not constitute investment advice or an 
offer to sell or the solicitation of an offer to buy any security. Small-Cap Sustainable Growth 
Lipper Ranking as of 12/31/11 (Small Cap Growth Category) Class A: 1 yr percentile 

rank: 1 (2/497 funds); 5 yr percentile rank: 30 (112/378 funds); 10 yr percentile rank: NA. 
Class | Overall: 1 yr percentile rank: 1 (1/497 funds); 5 yr percentile rank: 28 (107/378 funds); 
10 yr percentile rank: NA. 


Performance data quoted represents past results. Past performance is no guarantee of future 
results and current performance may be higher or lower than the performance shown. 
Investment return and principal value will fluctuate so your shares, when redeemed, may be 
worth more or less than their original cost. Please visit Virtus.com for performance data 
current to the most recent month-end. Please carefully consider the Fund’s investment 
objectives, risks, charges and expenses before investing. For this and other information 
about any Virtus mutual fund, call 1-800-243-4361 or visit Virtus.com for a prospectus. 


Read it carefully before you invest or send money. Distributed by VP Distributors, LLC, 
member FINRA and subsidiary of Virtus Investment Partners, Inc. 


